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Workplace health and sate 


In 1998 two things stand out for me. 

First, how much was accomplished on the 
road to achieving our vision — the elimination 
of all workplace injuries and illnesses. 

Second, how much we still have to 
accomplish. 

Fifteen young people under the age of 24 
died on the job in 1998. With those youths 
died dreams of families and careers, decades of 
economic contribution and community 

involvement. Our work will not be done 
until every workplace death is prevented. 
1998 was a year of significant progress 
for the Workplace Safety and Insurance 
Board (WSIB). Feedback from employers 
and workers indicated improvement in our 
operating performance. Substantial gains 
were realized in customer service and in our 
financial position. We also moved from 
planning to implementing the biggest public 
sector re-engineering effort in Ontario. 

Many employers and workers experienced 
the positive effects of internal change at the 
WSIB. Our new service delivery model 
increased service customization. Front-line 

staff spent more time than ever before in 

communities and workplaces to better 
understand safety issues and compensation 
concerns. We became a leader in the 
province’s health and safety system, and we 
redirected workers’ compensation and 
disability management efforts toward “early 

and safe return to work.” In addition, new 
funding and rate-setting strategies lowered 
employer premium rates again and put 

us on track to eliminate our unfunded 
insurance liability by 2014. 

Injury and illness prevention initiatives 
were paramount in 1998. This year marked the 
launch of the WSIB’s Prevention Division, a 
new Research Advisory Council, and a health 
and safety mentoring program for business 
executives. In addition, young workers — the 
business and social leaders of tomorrow — were 
recognized as a key audience for our 
prevention programs. 
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is everybody’s job 


A message from the Chair 


Important steps for future injury and illness 
prevention were taken when Ontario’s Minister 
of Education agreed to add workplace safety 
education to the new Grade 9 curriculum. Our 
Health Services Division also developed 
agreements with Ontario’s five medical schools 
to support curricula development in 
occupational medicine. 

I was particularly pleased to join WSIB staff 
at ceremonies in Waterloo, Brockville and 
Peterborough to present insurance premium 
rebate cheques valued at more than $600,000 
to employers who had reduced workplace 
injuries and illnesses by participating in a Safe 
Community program. 

Despite these accomplishments, the WSIB 
cannot move forward alone. In every 
workplace, every health professional’s office, 
every school and in every home, Ontarians 
must accept collective responsibility for 
eliminating workplace injuries and illnesses. We 
must educate our children before they go to 
work, ensure that occupational health and 
safety is a business advantage, and make unsafe 
working conditions as socially unacceptable as 
drunk driving. 

Workplace health and safety is 
everybody’s job. 

For the WSIB, 1998 was a year of special 
significance — one I believe will positively affect 
this province’s workers and employers well into 
the new millennium. The efforts of the 
management team, under the leadership of 
President David Williams, and the 
extraordinary performance of all staff have 
made change possible. | commend their 
commitment to the organization and to a vision 
that benefits all Ontarians. 

Please join us in working toward the 
elimination of all workplace injuries and 
illnesses. 


ef 


Chair 


Chris Griffin 

Mr. Griffin has been a member of the Board of Directors of the 
WSIB for a year. His exceptional community involvement and 
firefighting skills were recognized in 1983 when he was selected 
‘Firefighter of the Year’ by the Oshawa Kiwanis Club. He is 
Qualified Director of Training and has participated in the training of 
all new firefighters since 1991. Mr. Griffin was promoted to 
Captain of the Oshawa Fire Department in 1997. 


David Williams 

Mr. Williams has been President and CEO of the WSIB and a member 
of the Board of Directors for a year. He is actively involved in many 
industry, government and community initiatives. These include being 
Director of the Grocery Industry Foundation... Together (GIFT), Chair 
of the Centre for Studies of Children at Risk, and Chair of the 
Learning Partnership. Mr. Williams moved through the ranks in the 
retail industry to become one of the three senior officers of the 
George Weston Group. He served as Chief Financial Officer of 
Loblaws Company, and then as President of National Grocers. 


John Gardner 

Mr. Gardner has been a member of the Board of Directors of the 
WSIB for two years. He has served as President of Sun Life 
Assurance Company for 10 years prior to his retirement in August 
1996, following a career at Sun Life that began in 1961. He is a 
Fellow of the Society of Actuaries and the Canadian Institute of 
Actuaries, and brings a solid understanding of key financial 
principles of the insurance industry to the WSIB’s Board of 
Directors. Mr. Gardner holds numerous directorships in insurance 
and financial services companies. 


Board of Directors 


Left to right: 
Chris Griffin, David Williams, John Gardner, 
Glen Wright, Eileen Mercier, Patrick Dillon 


Glen Wright 

Mr. Wright has served as Chair of the Board of Directors of the 
WSIB for three years. He has more than two decades of experience 
in the health and disability insurance field and is also Chair of the 
consulting firm Wright, Mogg and Associates Ltd. The firm advises 
clients on pensions, actuarial matters, employee benefits, group 
disability and health insurance, and human resources management. 
In addition, Mr. Wright serves as a Director of Spicer Corporation, 
a leading developer of imaging software, as well as Gore Mutual 
Insurance, a property and casualty insurance company. He also 
serves as a Board member of the Institute for Work & Health. 


Eileen Mercier 

Mrs. Mercier has been a member of the Board of Directors of the 
WSIB for three years. She is President of Finvoy Management Inc., 
a management consulting firm specializing in financial strategy, 
restructuring/turnaround and shareholder relations issues. 

Mrs. Mercier has 27 years of senior financial, strategic and change 
management experience. She has also served as Chair of Wilfrid 
Laurier University and is currently a member of the Board of 
Directors of York University and the University Health Network. 


Patrick Dillon 

Mr. Dillon has been a member of the Board of Directors of the 
WSIB for three years. He is Business Manager of the Provincial 
Building and Construction Trades Council of Ontario, an umbrella 
organization representing local unions, bargaining councils and 
local building trades councils in the construction industry 
throughout Ontario. He is also President of the Ontario 
Construction Secretariat. Mr. Dillon brings a wealth of knowledge 
and experience to his role in health and safety issues. 
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Re-engineering the way 
we serve Ontario 


What a year! 

In 1998 the 
Workplace Safety and 
Insurance Board 
continued 
implementation of the 
re-engineering effort 
necessary to deliver 
our new service and 
prevention mandates. 
1998 was a year for 
communicating. It 
was a year for 
restructuring and 
training. It was a year 
driven by the need to 
meet clients’ growing 


| y “ ‘a : . i : 
He 39 expectations. 
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Our staff spent 
more time than ever 
before outside WSIB 
offices. Newly trained 
Account Managers 
took to the field, 
offering employers 
advice about 
insurance premiums 
and claims 
management. Rolling 
up their sleeves, putting on work boots and 
donning safety goggles, our people learned first- 
hand about industry-specific safety hazards, as 
well as the implications of accident experience 
on small business balance sheets. 


We visited workplaces, homes, schools, 
healthcare clinics and conference centres — 
anywhere we found a client. We hosted 17 
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A message from the President 


public conferences, attended Chinese New Year 
festivities and set up booths at suburban mall 
fairs. Young Worker Awareness presentations 
took us to Ontario high schools. Public 
consultations enabled stakeholders to 
contribute to the WSIB’s funding strategy, 
premium rate-setting model and benefits policy. 

On the inside, we began implementation of 
our new service delivery model. The new 
approach calls for integrated teams tailored to 
serve the unique needs of workplaces, 
communities and injured workers. Front-line 
service teams have either a small business or 
industry-specific focus. Specialized teams 
handle serious injury or occupational disease 
claims. In 1998 staff were assigned to new 
teams and a comprehensive training program 
was developed. Then five teams went “live” to 
test roles, workloads, team processes and 
performance measures. 

Response to the new model has been 
overwhelmingly positive. First and foremost, 
the test site teams grew to have a completely 
new understanding of their clients. Daily work 
was analyzed to eliminate unnecessary steps 
and streamline tasks. Work with a team 
building expert taught team members to 
collaborate, problem solve and manage their 
own work as empowered, outcome-driven 
units. By the end of the year, the test site teams 
had identified dozens of best practices to hand 
over to their counterparts when full rollout of 
the service delivery model takes place in 1999. 

For example, being in close proximity is 
important for team effectiveness. Adjudicators, 
Nurse Case Managers and Account Managers 
or Customer Service Representatives all play a 


different role in claims management. Closer 
collaboration within the teams improved the 
quality and timeliness of decisions and the 
addition of Nurse Case Managers improved 
health care outcomes. 

Principles of client-focused service were 
applied to the programs developed by our new 
Prevention Division as well. On January 1, 
1998 every person in Ontario became a client 
of the WSIB. From business executives and 
high-risk employers to students and young 
workers, our Prevention Division launched 
tailor-made programs to engage people our 
traditional insurance products had never 
reached before. 

For example, the WSIB works with its 
partners — the Ministry of Labour, the Industrial 
Accident Prevention Association (IAPA) and the 
Workers Health and Safety Centre (WHSC) — to 
promote awareness among young workers. 
Among other promotional activities, the WSIB 
maintains the Young Worker Awareness Web 
site (www.yworker.com) and supports the 
Young Worker Awareness Program, which 
offers public assembly and classroom awareness 
training to high school students throughout the 
province. 

The WSIB wants everyone in Ontario to 
fully understand the financial and social costs of 
failing to take workplace health and safety 
seriously. We’re using our communication 
channels to promote greater awareness, so that 
everyone will come to believe that workplace 
injuries and illnesses are unacceptable and 
preventable. 

WSIB management also recognized that 
our own staff should be our first injury and 
illness prevention clients. Internal training and 
awareness programs were developed to 


improve our health and safety record and to 
provide front-line staff with the knowledge to 
fulfill our new mandate. 

Behind all the changes to service delivery, 
the program launches 
and outreach 
activities were the 
WSIB’s 4,100 staff. In 
the spirit of increased 
outreach, senior 
management tested 
our business plans 
with staff and invited open critique of our 
vision and mission. I personally attempted to 
talk to every WSIB employee this past year. 

Change did have its rough days. More than 
1,200 employees were given completely new 
jobs in 1998. Hundreds more were recruited to 
fill new openings and thousands of hours were 
spent in training. But all the hard work was 
rewarded when clients expressed their 
satisfaction with consolidated claims 
adjudication, 
lowered premium 
rates and the 
professionalism of 
our staff. 

Our successes 
in 1998 were the 
result of hard work inside and outside our 
organization. I applaud our staff for their great 
contributions and look forward to continuing 
the journey toward a client- and value-driven 


The new approach calls for 
integrated teams tailored to serve 
the unique needs of workplaces, 

communities and injured workers. 


More than 1,200 employees were 
given completely new jobs in 1998. 


organization. 
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David Williams 
President and CEO 
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On June 29, 1998 the Chair of the WSIB and 
the Minister of Labour signed a Memorandum 
of Understanding (MOU). The MOU establishes 
guidelines for the WSIB’s working relationship 
with the Ministry of Labour and supports our 
shared work to set clear occupational health and 


1998 priorities 


e to evaluate Ontario’s occupational health 
and safety performance. 

The Memorandum of Understanding sets 
out the WSIB’s roles and responsibilities, its 
guiding principles, legislative and regulatory 
requirements, provisions for information 


safety objectives and standards. 

The MOU also recognizes the WSIB’s 
mandate and commitment to work with the 
Minister: 

e to ensure that all workplaces are supported 
in achieving high performance and self 
reliance in occupational health and safety 

e to target enforcement in workplaces 
identified as poor occupational health and 
safety performers and 


exchange, provisions for the co-ordination of 
prevention and occupational health and safety 
initiatives, and its commitment to world-class 
research. 

The WSIB’s mandate is based upon three 
strategic priorities: injury and illness prevention, 
improved service and financial accountability. 

We are pleased to report significant 
achievements in each of these areas. 


Our Vision 
The elimination 
of all workplace 

injuries and 


The strategic framework 
illnesses. 


Within the Memorandum of Understanding, the WSIB commits to managing according to an annual business plan that fits within the framework 
of a five-year strategic plan. 1998 was the first year of our current five-year plan. Fundamental change began at the WSIB in 1997 and will 
continue through the year 2002. To guide us through this change, the WSIB's management and staff developed and are directed by a vision and 
mission statement supported by nine strategic goals. 


Our Vision 
The elimination of all workplace injuries and illnesses. 


Our Mission 

To serve the people of Ontario in creating safe and healthy workplaces, and in providing a comprehensive and viable support and insurance 
system for injured workers and employers. As members of the WSIB team, we are committed to fulfilling our mission with caring and 
excellence. 


Nine strategic goals 


A. The WSIB will motivate and support workplaces to become self reliant in occupational health and safety, and in so doing will support the 

prevention of injuries and illnesses. 

_ The WSIB will support the provision of quality health care at the right time for injured and ill workers to restore them to the maximum 
function possible. 

_ The WSIB will support workplace parties in achieving early and safe return to work and provide workers who cannot return to work with 
assistance in labour market re-entry. 

_ The WSIB will ensure fair, correct and timely compensation is provided to injured and ill workers and survivors. Injured and ill workers wil 
receive all benefits to which they are entitled under legislated provisions. 

_ The WSIB is committed to ensuring the elimination of the unfunded liability and ensuring that there is full and equitable participation in 
the insurance plan. 

The WSIB will be a customer-driven business that listens to and responds to the needs of injured workers, workers, employers and its 
own staff, and is respected for its services. 

_ The WSIB will manage its business in an efficient and effective manner. 

_ The WSIB will be the safest and healthiest workplace in Ontario and will achieve the best return-to-work outcome. 

_ The WSIB will create a collaborative environment that will encourage employees, as partners in success, to excel. 
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Prevention first 


On January 1, 1998 the Workplace Safety and 
Insurance Board {WSIB) was given a new 
prevention mandate, for which it developed a 
bold, ambitious vision. To reach our goals, we 
were charged with creating a new, stronger 
health and safety culture in Ontario. 

1998 marked the launch of a new 
Prevention Division at the WSIB. This new 
division provides the programs and services 
necessary to achieve our vision — the 
elimination of all workplace injuries and 
illnesses. 

As the province’s prevention leader, our 
role is to motivate and support workers and 
employers to become self reliant in health and 
safety. We oversee the province’s health and 
safety associations! and through them carry out 
our mandate. In essence, we, and our partners, 
work together to create workplace cultures in 
which health and safety is reflected in the 
beliefs, values and attitudes of the entire 
workforce. 


The workplace health and safety 
system 

The WSIB, the provincial health and safety 
associations, the Ministry of Labour and, most 
importantly, each and every workplace in the 
province are all part of Ontario’s workplace 
health and safety system. One of the challenges 
of our new prevention mandate is greater 
co-ordination within this system. 

A key 1998 initiative designed to bring 
about greater co-ordination was the creation of 
Sector Inter-Agency Groups (SIGs). These 
groups link organizations in the system by 
industry sector and client requirements. 
Information and resources are now being 
shared and staff educated so that workers and 
employers can access co-ordinated resources to 
meet all of their health and safety needs. 


In the manufacturing sector for example, 


the SIG developed an inter-agency action plan 
to reduce falls, a leading cause of injury in 
industrial settings. The working group included 
representatives from the Ministry of Labour, the 
WSIB and the Industrial Accident Prevention 
Association. Together, they identified falls as a 
prevention priority and developed a plan that 
includes targeted communication and 
awareness building. 

SIG planners look for ways to raise the 
level of health and safety in the sector under 
consideration. They ask questions such as: 
Where are the vulnerable workers? What are 
the dominant risks and sector-specific hazards? 
What are the common types of injuries or 
illnesses in our sector? The Transportation SIG 
has chosen to target employers with the highest 
injury and illness rates in its sector. The 
Construction SIG is developing a prevention 
strategy for small and new contractors. 


! Ontario’s health and safety associations include 12 industry-based safe workplace associations, the Workers 
Health and Safety Centre and five Occupational Health Clinics for Ontario Workers. 
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Supporting internal responsibility 

One of the foundation blocks of workplace 
health and safety is the internal responsibility 
system. “Internal responsibility” means that 
people on the front lines of Ontario workplaces 
— workers and employers — share in the 
everyday responsibility for preventing 
workplace injuries and illnesses. 

The WSIB’s role is to motivate and support 
internal responsibility through health and safety 
promotion and, with the health and safety 
associations, training and incentive programs. 

The Young Worker Awareness Program 
developed by the WSIB, Industrial Accident 
Prevention Association and the Workers Health 
and Safety Centre is an important internal 
responsibility initiative motivated by the 
alarming numbers of youth who are injured or 
become ill during their very first job. 

It is clearly unacceptable for any worker to 
experience a work-related injury, illness or 
fatality. By focusing our prevention efforts on 
young workers before or upon entry to the 
workforce, we reduce the chance of them 
becoming a statistic today — and help to create 
health and safety champions of tomorrow. 


The Research Advisory Council 

The goal of the WSIB's new Research Advisory Council (RAC) 
is to fund research that will be effective in producing real 
improvements in workplace health and safety and workers’ 
compensation in Ontario. 

The RAC advises the WSIB’s Board of Directors on 
research initiatives and the allocation of grants. The Council 
consists of stakeholders from the employer, worker and Research 
research communities, representatives of Ontario's health and Advisor 
safety agencies, the Ministry of Labour and the WSIB. The C | 
membership of the RAC addresses the need to involve research ound 
end-users in the design and execution of research projects. 

The WSIB has committed close to $3.5 million to "Solutions for Workplace 
Change," our first research initiative. We have also given approximately 
$4.5 million to the Institute for Work and Health, an internationally recognized 
research institution. The results of this research will assist employers, policy makers, 
workers, and others to prevent work-related illness and injury. It will also contribute 
to improved diagnosis, treatment, rehabilitation, and return-to-work programs, as 
well as ensure fair compensation for injured workers and fair assessment of 
employers. 
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Safe workplaces, sound business 

Many companies in Ontario already have an 
exemplary health and safety record. To build on 
that strength, the Minister of Labour and our 
Prevention Division launched a business-to- 
business mentoring program called Safe 
Workplaces, Sound Business. 

Designed for senior business executives, 
this program taps into a gold mine of expertise 
from companies that have come forward as 
health and safety mentors and champions. By 
creating links between businesses that need 
help and people who have already proven that 
prevention is worth the effort, we are making 
sure that best practices in prevention get to the 
workplaces where they are needed. 

We’ve learned that best-in-class health and 
safety programs result in injury and illness rates 
that are a fraction of those experienced by 
competitors’ firms. Leadership by top 
executives is critical in the safest companies. 
Health and safety policies and procedures are 
clearly documented and communicated to 
employees. Within these top-performing firms 
exists a culture of continuous improvement and 
a reward and recognition system that celebrates 
injury and illness prevention. 

A safe business is a successful business. 
That’s why many companies check to ensure 
that suppliers have a good safety record before 
they contract them to work or to provide 
services. Many businesses find that the quality 
of their products and services improve after 
they have corrected health and safety problems. 
Best of all, it is acknowledged that firms which 
invest in health and safety realize as much as a 
AQO per cent return on their investment 
through reduced claim costs, increased 
productivity and employee morale. 

Ontario’s workers and employers all stand 
to gain from investment in injury and illness 
prevention. Billions of dollars are spent every 
year on benefits paid to workers who are 
injured or ill. Investment in prevention 
programs instead will reduce and eventually 
eliminate workplace accidents and produce 
measurable social and economic returns that 
will benefit us all. 


Many businesses 
find that the quality 
of their products 
and services 
improve after they 


Left to right: Doug Easson, Paul Casey, Linas Stasiulis, Sue Birch and Richard Burton are members of the Safe 
Community Incentive Program team. 


Safe Communities Incentive Program 


In 1998 our Safe Communities Incentive 
Program (SCIP) delivered insurance 
premium rebate cheques valued at more 
than $600,000 to three participating 
communities — Brockville, Peterborough and 
Waterloo. SCIP not only provides excellent 
financial incentives, it also creates a 
valuable opportunity for participating 
businesses to share health and safety ideas 
and resources with other organizations in 
their community. 

In the past, small businesses have not 
had ready access to safety resources and 
return-to-work programs. We have found, 
however, that they are more likely to 
connect with businesses within their own 
community. That’s why the WSIB is 
partnering with Canada’s Safe Communities 
Foundation to provide an insurance 
incentive plan for businesses which 
participate in Safe Communities in Ontario. 


Under SCIP, the WSIB treats the 
workplace insurance costs of participating 
small business employers as if they were 
one large firm. The group is then eligible for 
a 75 per cent refund on any savings realized 
due to improved injury and illness rates. 

In addition to eligibility for refunds, 
participants gain access to health and safety 
experts, new training programs, and 
professional evaluation of their health and 
safety programs. Participants in SCIP still 
remain part of the regular WSIB incentive 
plans, and there are no surcharges under 
the program. In 1999 the SCIP program will 
include 14 communities and over 1,200 
businesses. Each of these communities and 
firms is demonstrating how small businesses 
can work together to reduce the human and 
financial costs of injuries and illnesses. 
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have corrected 


health and safety 


problems. 


FOCUS On. 


service im 


Our new prevention mandate added 11 million 
new customers — every person in Ontario — to 
our roster. In addition, increasingly competitive 
markets, technological advances and evolving 
employment patterns have changed the 
economic landscape in Ontario. As a service 
organization, we had to respond. 

The challenge: to build a client-focused 
workplace safety and insurance operation that 
facilitates the elimination of workplace injuries 
and illnesses. 

To meet this challenge, we first sought 
answers from our clients. Workers and 
employers told us how they needed to be 
served and we created a new service delivery 
model. Consultations with the health care 
community produced plans for changes in these 
relationships. Every program, product and 
service is being evaluated, re-engineered and 
tested with clients until we get it right. 

The change efforts that began in 1997 
gained momentum in 1998. There is still much 
work to be done but we know we are on the 
right track. 


Responding to the marketplace 
Bureaucratic processes and legacy systems, 
some as old as workers’ compensation itself, 
had the WSIB processing claims and employer 
assessments, rather than serving employers and 
workers with injuries. Our services failed to 
recognize that every workplace is unique and 
that injury and illness affect every individual 
differently. 

When we listened, we learned that 80 per 
cent of WSIB-registered firms had fewer than 
20 employees and that, on average, these 
employers had a workplace injury or illness 
once every nine years. Our experience rating 
incentive programs and policy communications 
were too complicated for small business 


provement 


employers. These same clients did not want to 
hear from us unless they needed us. When 
they did, we had to be efficient, effective and 
supportive. 

For large employers, the service 
requirements were different. They already had 
dedicated staff handling disability management 
and health and safety programming. We had to 
help them move faster to get their workers 
back on the job following an injury or illness 
and help them tap into industry-specific 
prevention strategies. 

Clients also told us they need one-stop 
shopping. When an employer or worker 
telephones, they want to speak with the same 
WSIB contact every time. Whether the issue is 
a return-to-work plan or an experience rating 
surcharge, ease of access and consistency are 
critical. 

Listening and learning have already 
resulted in service improvements that include 
reorganization of front-line teams to serve 
workplaces according to business size and 
industry. 
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Left to right: Salma Kassam, 
lan MacLaurin, Glenda De Vries 
and Stephen Loy. A test site 


team in action. 


Anabela Laranjeiro and 
Luigi Aiezza 


Launching new business teams 
The WSIB's most significant internal change in 
1998 was the movement of more than 1,200 
staff into new business units. Thirteen small 
business and 17 industry sector units were 
established. Specialized services and serious 
injury teams were also set up to provide the 
services required by highly complex claims. 
New business teams consist of Adjudicators, 
Nurse Case Managers and Account Managers or 
Customer Service Representatives and a 
Manager. 


Adjudicators experienced the most significant 
job change in 1998. In the past, a claim might 
be handled by as many as five different 
Adjudicators, all with different expertise or 
authority. As a result of consolidated decision- 
making, there is a reduction in the number of 
Adjudicators involved in a claim, and workers 
and employers now have a single contact 
person. Adjudicators get to know the workplace 
parties and are more familiar with claim issues, 
which facilitates decision making. 

In 1998, 209 Nurse Case Managers were 
recruited and trained. Their primary role is to 
liaise with health care providers to help 
coordinate care. They are up-to-date on current 
research and clinical practice and they know 
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what the worker needs in order to 
achieve optimal recovery and safe 
return to work. Nurse Case Managers 
also keep the employer informed about 
the worker’s progress and help prevent 
similar injury or illness in the 
employer’s workplace. 

Customer Service 
Representatives are assigned to 
streamline small business registration, 
classification and account management 
by telephone and provide fast, 
knowledgeable instructions when an 
injury or illness occurs. 

Account Managers are sent into 
the field to work with larger employers 
and their workers directly, to answer 
questions and offer advice according to 
the needs of each individual workplace. 

Together, these teams of 
Adjudicators, Nurse Case Managers and 
Account Managers or Customer Service 
Representatives have integrated responsibility for 
a group of workplaces. They ensure that: 

e employers are signed up and paying 
premiums 
e workplaces are healthy and safe 
e when an injury or illness occurs: 
the claim is adjudicated quickly 
the worker is paid benefits on time 
the worker recovers fully or as 
completely as possible 
the worker gets back to work quickly 
and safely 
e preventative action is taken so that no 
similar injury or illness happens again 
e employers, workers and health care 
providers are provided with high quality, 
responsive service. 


Investing in training 

To make the transition between old and new 
ways of doing business, staff training is critical. 
Account Managers have to be familiar with 
employer account management, prevention 
programs and the disability management 
continuum. Consolidated Adjudicators must 
acquire the knowledge to make all claim 
decisions as well as recommend prevention 
services. Customer Service Representatives have 
to provide complete one-stop shopping for the 


small business community. Most important, 
these new cross-functional teams must learn to 
work together in a whole new way. 

In total, WSIB’s operating staff spent 
several hundred thousand hours in training in 
1998. Even more time will be spent in training 
in 1999, 


Communicating change 

The new Workplace Safety and Insurance Act 
brought about numerous changes to the way 
the WSIB administers Ontario’s workplace 
safety and insurance system. It was our job to 
communicate these changes. Workers, 
employers and health care professionals needed 
to understand the functional abilities form, 
their new return-to-work responsibilities and ee 
adjustments to experience rating programs. We Glencia Brookes-Dos Santos, 


also had to communicate our own internal In addition, scores of individual meetings Nurse Case Manager 
changes. were held with employer and worker groups or 
In 1998 the WSIB hosted 17 Paradigm their representatives. Our senior executives and 
Shift conferences in locations across the policy experts, revenue specialists and health 
province. More than 2,000 delegates attended professionals spent more time than ever before 
the conferences and their feedback was in workplaces and communities. 1998 was a 
overwhelmingly positive. In one day, the WSIB year for consultation and two-way exchange. 
became more accessible. We listened and we learned. 


Getting workers back to work early and safely 

As of July 1, 1998 employers are required to be actively involved in the return to work of all 
workers injured or ill as a result of their jobs. The WSIB’s role is to provide information and 
support. We assist the workplace parties in their efforts to ensure a successful return to work 
and to prevent similar injury or illness in future. 

To fulfill our return-to-work role, Adjudicators and Nurse Case Managers have been 
provided with additional tools and training so they can support employers and workers. In 
addition, Return to Work Advisors and Return to Work Mediators were recruited and trained. 

Return to Work Advisors provide expert advice to Adjudicators who monitor the workplace 
parties as they develop return-to-work plans following a worker’s absence after illness or injury. 
Adjudicators ask Return to Work Mediators to get involved in a claim when disputes about 
return to work arise between the worker and employer. These are usually the result of 
misunderstandings. Employers may not be aware of a worker’s modified work requirements. 
Workers may not feel capable of returning to work as expected by their employer. The 
mediator’s role is to facilitate communication and enable successful return-to-work outcomes. 

The WSIB’s new focus on early and safe return to work is important for both workers and 
employers. Workers get their lives back on track when they are back at work. Employers and 
co-workers have a valuable contributor returned to their team. Together, the worker and 
employer are best able to identify the right return-to-work plan and prevent similar injury or 
illness from occurring in the future. In cases where it is not possible for a worker to return to 
the pre-injury employer, the Adjudicator may refer the injured worker to an external labour 
market re-entry specialist. 
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A funding strategy 
the tuture 


tor 


Key to the long-term viability of Ontario’s 
workplace safety and insurance system is 
responsible financial management. There are 
two parts to that responsibility. First is the 
responsibility to manage the insurance funds 
entrusted to us by Ontario employers. This 
carries with it a requirement to provide full 
funding for high-quality, efficient and effective 
health care and disability management benefits 
and services. Second, but no less important, is 
our responsibility to invest in the province’s 
workplace health and safety system to prevent 
future injuries and illnesses. 

Our financial strategy assumes that every 
dollar returned to an employer or allocated to 
our own or one of our partners’ workplace 
prevention programs is an investment in a 
future without workplace injury or illness. 

In 1998 considerable gains were made in 
our financial position. However, the only true 
measure of financial success for the Workplace 
Safety and Insurance Board (WSIB) is the 
reduction and eventual elimination of costs 
associated with workplace injuries and illnesses. 


Lower premium rates 
In the summer of 1998 extensive consultations 
were conducted with stakeholders to develop a 
new premium rate-setting model. These 
consultations allowed us to share more 
information with our stakeholders, particularly 
about the need to fully fund our insurance 
liabilities. The result of our efforts was a 
forecast that extends to the year 2014, 
eliminates the unfunded liability and includes 
year-over-year decreases in the average 
insurance premium rate. 

In November 1998 we announced for the 
third year in a row that we were lowering the 
average premium rate for Schedule | employers. 


(Schedule 2 employers pay the full costs of 
their claims, plus an administrative fee.) The 
new 1999 average premium rate decreased by 
seven per cent to $2.42 per $100 of insurable 
earnings, from $2.59 in 1998. 

Of the 215 rate groups in which Ontario 
employers are classified, three-quarters will 
have reduced premium rates in 1999. That 
translates to more than 156,000 firms or about 
80 per cent of covered Ontario employers. The 
largest decreases will be felt by employers in air 
transport services, agricultural implements 
manufacturing, and heavy civil construction. 
About 34,000 firms will experience an increase 
in their premium rates, due largely to a 
deterioration over the past few years in the 
accident performance of their rate groups. 

Since 1996 the WSIB’s average premium rate 
has undergone a total decrease of 19.6 per cent 
even while a significant portion of the premium 
rate has been allocated to eliminating the 
unfunded insurance liability. Our goal is to 
have the lowest premium rate possible, while 
protecting the financial future of the system 
through 100 per cent funding of all liabilities. 

At December 31, 1998 the WSIB’s 
unfunded liability stood at just over $7 billion. 
The new premium rate-setting model ensures 
that we will remain on track to eliminate this 
liability. 


The experience rating off-balance 
Another key funding issue addressed in 1998 was 
the experience rating off-balance. This off-balance 
was the difference between the total refunds and 
the total surcharges under the WSIB’s experience 
rating incentive programs for employers. Net 
premium rebates had been between $250 and 
$350 million in the last few years, placing 
significant drain on WSIB cash-flow. 
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The only true 
measure of 
financial success 
for the Workplace 
Safety and 
Insurance Board is 
the reduction and 
eventual 
elimination of costs 
associated with 
workplace injuries 
and illnesses. 


Early in 1998 several 
solutions were presented to 
the government. We noted 
that a large portion of the off- 
balance had nothing to do (5 millions) 
with real improvements in 12000 
employers’ accident 
performance. One of the main 10000 
causes of the off-balance was 
the way we projected accident 
frequency rates in the rate- 
setting model. As a result of 
our improvements in this area, 
experience rating programs 
have become more responsive 7000 
to reductions in injury 


8000 


6000 


S Unfunded Liability 


4000 


Projection of Unfunded Liability (1995-2014) 


frequency, rewarding real 
improvements in injury and 
illness prevention. 


Addressing non- 
compliance and fraud 
Non-compliance with the Workplace Safety and 
Insurance Act is a very important issue for the 
WSIB because every employer in an industry is 
affected if one employer doesn’t register with 
the WSIB. By identifying and charging 
unregistered employers, the WSIB is helping to 


The Merit Adjusted Premium Plan 

In response to concerns that the New Experimental Experience Rating (NEER) program 
experience rating plan was too complex for small businesses, the WSIB introduced the 
Merit Adjusted Premium (MAP) plan in 1998. MAP applies to approximately 70,000 
small employers whose premiums are between $1,000 and $25,000 annually. 

The MAP plan gives small businesses a substantial financial incentive to reduce 
workplace injuries and illnesses and their associated costs. Specifically, MAP adjusts 
premium rates for employers based on the number of approved claims over a three-year 
period. This adjustment means that businesses with safe workplaces can realize 
premium rate savings up front, which makes them more competitive. It provides 
percentage adjustments that directly increase or decrease their annual premium rates. 

For the 1998 MAP adjustments, an employer’s performance was assessed based on 
the number of new claims of more than $300 for the three-year review period. The 
WSIB has increased this to $500 for 1999 adjustments. Also in 1999, an additional 10 
per cent increase will be applied to the premium rate for every claim above $5,000. 

MAP does not apply to construction employers. However, discussions are taking 
place with the construction industry about their inclusion in this program. 
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protect Ontario workers and creating a level 
playing field for employers. 

The WSIB can and does lay charges for 
both non-compliance and workplace safety 
insurance fraud. In 1998 our Special 
Investigations Branch laid 429 charges against 
persons who were trying to defraud the system 


or avoid their obligations under 
the Workplace Safety and 
Insurance Act. 


A positive financial picture 
In summary, our funding strategy 
is designed to ensure that 
Ontarians get the best possible 
value from the workplace safety 
and insurance system. We are 
making sure that it is efficient, 
businesslike and fair. A sound 
funding strategy, investment in 
injury and illness prevention and a 
strong program to ensure 
compliance will result in a 
workplace safety and insurance 
system that serves the needs of a 
safe and healthy Ontario. 


Public sector 
alary d 


Taxable Total 

Name Position Earnings Benefits Earnings 

Abrams, Brenda .............. Legal Counsel Il ......... B02 5999 7S 185.25 0 102,785.17 
Appleton, Clayton............. VER See cena S122 320.25. $40.78 ........$122,367.03 
Adamo, Volerie ............... CIQERESE a eee SVAZT I AS2 ee. SUEYAY Eats $142,867.09 
Allingham, Richard........... Dir, Research ............. $104,557.83......... $150.17........5104,708.00 
Anstey, Calvin ..........-.000. Dir, Transportation ......$101,618.35......... SAD DB cccsose $101,797.58 
Argue, Robert ................. DitsiSeeareectneeeecty $105,254:65.2... Si2e: lees $105,378.46 
Aronshtam, Masha .......... Med Advisor .............. $115,444.92... SHS2G coocoee $115,597.53 
Arvisais, James .............- Med Advisor ............. $114,686.61......... S152 57 sae) 14,839.18 
Belanger, Adele............... Legal Counsel ll ......... SLOG 7 V2i es 196.0 ee $109,367.28 
Bishop, Margaret............. Med Advisor ..........--- $115,444.92......... SSG ccnccoce $115,597.53 
Bodasing, Deomanie.........Exec/Med Dir*........... SA SOIT cenwcocee S152 58 514211485 
Boga, Amirali................. Med Co-0td .......ssesee-. $127,699.54.........152.58 ........$127,852.12 
Bowman Leslie ............0.- Med Co-ord ............-. $129,422.94......... Sia7 sone $129,575.52 
Brown, Elizabeth............. Legal Counsel lI ........ $107,425.93......... $192.95 ........5107,618.88 
Burton, Neil... DitalS eee S104 378.920 $7890: 2. $104,457.82 
Cantlie, George .............-. Med Co-ord ............... S12 109 94 eee 2 eee. $127,922.05 
Chain, Marybelle.............. Med Advisor .............. $114, 686.84.........$200.68 ........$114,887.52 
Chan, Thomos............-... VP Finance .........-..- S124 8 5O0 sme $148.48 ........ $125,004.51 
Colaco, Carmen............... Med Co-ord .............. $127,699.54......... $152.58 ........$127,852.12 
Coutinho, Jude................ Med Advisor .............. $100,382.36.........$183.67 ........$100,566.02 
Cude, Beverley............... Dip: |S seewrenete rae S104 250 55 cece. SHA es $104,427.76 
De Demeter, Dorrit .......... Med Consultant.......... $122, 987.38.........9148.44 ........$123,135.82 
De Domenico, Ivan ......... Med Advisor .............. S115 :944.9 lees $164.16 ........5116,109.07 
Dian Pattik seston. Med Advisor .........-.... $105,218.49.........$172.45 ........$105,390.94 
Douglas, Colin ............... Legal Counsel Il ......... SOR) 27S 196.01 eee. S109/367.28 
Douglas, Richard ............. Dict Reece $123,365.46......... $187.46 ........$123,552.92 
D’Souza, Irene................ Med Advisor ...........-. $109,800.04.........$152.55 ........$109,952.59 
Flynn, Miriam Ew... Legal Counsel lI ......... $104,114.07......... $189.03 ........$104,303.10 
BOMIG: JOY sessacorstecsssve Legal Counsel ll......... SHO WAU scecence $152.54........5109,323.81 
Garg, SWOFM.......sseseeeesee Med Advisor .............. $115,444.92......... $204.99 ........5115,649.91 
Geary, Judy... GM, Specialized Serv..$116,631.52.........$179.39 ........$116,810.91 
Germansky, Martin.......... Med Advisor .............. $115,444.92......... $204.99 ........$115,649.91 
Gibbs, Henty...........e.....-- VP. Investments.......... $209, 684.53.........$152.59 ........$209,837.12 
Gregoire, Jean ................ Chief Actuary ............. Se) BGA co SOI cscoses $141,536.25 
Hadjiski, Annd............0.... Med Consultant.......... S127, 9364 tees S205 1 ope $128,141.92 
Hall, Nick M......sssecessseeee Dir, Automotive .......... $101,843.47......... $184.46 ........5102,027.93 
Heckadon, Robert............ Med Co-ord ...........-- $128,946.18.........00.- $0.00 ........$128,946.18 
Hickman, Robert ............ Med Advisor .......-.....- $105,140.20......... $190.26 ........5105,330.46 
Ho, Michael...........00....00. Clinical Training .......... $128,354.58 ........ S15256 sees $128,507.16 
Holness, D Linn............... Chief Medical Officer...$167,557.73......... $270.59 ........5167,828.32 
Holyoke, Paul................ VP LOCH eerie tecree S158 304 Goes $236.00 cccsvec. $158,570.13 
Horseman, Brock C.......... St. VP. Operations.......$197,115.58......... SVD corccee SU OL 
Jolley, Linda .........ee...000 MPR ccccsccocercnenrce SISTA 2) eens. S234 30leeee $157,776.65 
ROMAN VWitlseeereeettrr ne. Med Advisor .............. $115,444.92......... SHSZ OM eco $115,597.53 
Kelly, J. Brion ...........ese... Med Co-0rd .......0..-000. STAN NIST rca S152 50 eo $127,852.12 


isclosure1998 


Taxable Total 
Name Position Earnings Benefits Earnings 


Kosmidis, Elizabeth.......... Legal Counsel Il ......... SIU 2569 ee SVE [ones $109,319.65 
Lamanna, Pat.............-. Dir, Small Bus............ $100,903.21......... $152.57 ......-.5101,055.78 
Lamoureux, Linda............ Dir, Special Invest.......$127,082.74......... $221.19.........$127,303.93 
Leshchyshyn, Dana.......... Dir, Construction..........103,875.09.........$175.46 ........$104,050.55 


Londry, David... Difih|Steweeteeees ene S106 3742) cae STD: 30 ree $106,444.59 
Longmore, Robert............ Med Co-ord ........+-..... SID, ccorecorcce $0.00 ........$112,449.28 
LA, UNI cocconorrsreneneocect Dit, Service................ $104,721.78......... $459.20 ses $105,180.98 
MacArthur, Angus ............ Med Consultant.......... S12 60004 een. VAP RCL a ae $127,922.05 
Maehle, Waldemar........... Med Advisor .............. $108,954.60 ........ $192.25 .......5109, 146.85 
Malayil, Ammini.............. Med Consultant.......... $127,699.54 .......-.$152.58 ........9127,852.12 
Mastrilli, Arcangelo........... Med Advisor .............- $115,444.92......... SHS scence $115,597.53 
McKenna-Boot, Patricia.....Med Advisor ............. S103 /bio7 ee $53.10........$103,829.47 
Mitchell, William.............. Dacor ne SPAS RISE pens $70.41 ........$120,978.14 
Painvin, Catherine ........... Dir, Clinical Resources..$136,713.50......... SIS sca $136,866.07 
Preradovic, Nikola........... Med Advisor .............. $115,444.92......... S526 ee $115,597.53 
Prichett, Barry................. Med Advisor .............. $115,444.92......... S156 lee $115,597.53 
ROY GTI cocccnoeeosnence Med Co-ord ............... §123/586:61..205.. S152 50 sere SI VRVIBV EIB) 
Schofield, Michel............. Co-ordr Special Clinic...$127,392.81......... $222.04 ........$127,614.85 
Sgro, Joseph ......sssessseee Dir, Quolity 0.0.0.0... $102,243.77 .......5216.85 ........$102,460.62 
Shapiro, Gary... Med Advisor .............. Soe OF tO 52-0 sccco 15,097.00 
Sherwin, Linda.............- Med Advisor .............. $107,806.80......... SSP) ecco SO EO AY 
Simmons, Wayne............ Dir, Investments ........ $164,159.49......... $152.59 ........$164,312.08 
Slinger, JOHN........sssesseeee. Dir, Appeals .............. $114,762.14......... $193.92 ........$114,956.06 
Stasila, Dave ..............-+ Board Auditor............. $116,346.44.........$202.64 ........$116,549.08 
Sutherland, Dotis............. Pension Med Consult ..$127,699.54......... 152.58 enol 27,052.12 
cbeshiA| Saar Med Co-ord ............... 127,699.54 eccccccs S227 see $127,922.05 
Toraschuk, Ihor ...........0.. Med Advisor .............. $100,538.59......... $183.79.........$100,722.38 
Thakur, Ranasree............. Med Co-ordinator........$127,699.54......... $152.58 ........$127,852.12 
Thomson, Garry ............. GM, Industry ............. $135,429.95......-.. $205.78 ........$135,635.73 
Todorovic, Slavica............ Dir, Benefit Policy........$101,961.69.......... $152.54 ........$102,114.23 
Walker, John oo... Med Advisor .............. C114 385 hee: S203:54 mes. $114,588.69 
Weatherbee, Wayne........ GM, Small Bus........... $137,160.70) ssc. SGV $137,313.29 
Welton) Dir, Revenue Policy......$104,557.83......... SMM cecscon: $104,681.64 
Williams, David............... President & CEO........ $265,877.00......... SUCRE oe $266,060.28 
Wright, Glen ..........0.-.00. Chai eaeeaiees eee $244,442.00 ............ S005. $244 442.00 


Yeandle-Hignell, James.....Med Co-ordinator........$129,083.12......... $222.30........$129,305.42 


* No longer with the WSIB on December 31, 1998. 


The amount shown as earnings in this disclosure statement may not represent the individual's actual annual 
rate of salary. The earnings required to be made public under the Public Sector Salary Disclosure Act, 1996 
reflect the amount reported to Revenue Canada on the employer's 14 slip for an employee. The earnings 
shown in this statement may therefore include non-recurring payments in 1998 for retroactive pay from a 
reclassification or a grievance settlement or a payout upon retirement. The earnings shown may be less than 
the individual's annual rate of salary if the individual worked only part of the year. 
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Excess of Revenues over Expenses 
Five-year summary 
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Note: For comparison purposes, the excess of revenues 
over expenses for 1994 of $130 million and 1997 of 
$2,403 has been adjusted to exclude the changes 
legislated by Bill 165 and Bill 99 respectively. 


discussion & analysis 


Introduction 

On January 1, 1998, Bill 99, the Workers’ Compensation Reform Act became effective and 

changed the name Workers’ Compensation Board (WCB) to Workplace Safety & Insurance 

Board (WSIB) to reflect the new emphasis and focus on workplace health and safety and on 

the prevention of injuries and illnesses. Changes mandated by the Workers’ Compensation 

Reform Act include: 

e strengthening the WSIB’s role in encouraging workers and employers to prevent injuries 
and illnesses in Ontario workplaces 

e restoring the financial viability of the workers’ compensation system 

e returning injured workers to work safely and more quickly 

e refocusing the workers’ compensation system as a workplace insurance plan, and 

e enhancing the self-reliance of workers and employers in preventing injuries and in 
managing the consequences of injuries when they do happen. 

In addition to these responsibilities, the WSIB continues to provide insurance coverage and 
claims management services to workers who are injured on the job or who contract an 
occupational disease. 

The WSIB is a statutory corporation first created by an Act of the Ontario Legislature in 
1914. It is responsible for administering the Workplace Safety and Insurance Act, 1997 (the 
Act). The WSIB provides compensation to workers who sustain injuries arising out of and in 
the course of employment, or who contract a recognized occupational disease. Funds are 
raised by the WSIB through premiums. The WSIB receives no funding from the Ontario 
provincial government. 

The WSIB administers the Act for two groups of employers referred to as Schedule | and 
Schedule 2. Schedule 1 employers are insured through collective liability and their premiums 
contribute to the WSIB’s investment funds to cover benefit payments. Schedule 2 employers 
are self-insured and are individually liable to reimburse the WSIB for the cost of their claims 
and related administrative expenses. However, Schedule 2 employers are collectively liable to 
fund any deficit from their operations. When considered necessary by the WSIB, Schedule 2 
employers have to provide full security for their individual long-term liabilities through a 
combination of expanded deposit requirements and irrevocable letters of credit posted against 
the liability. 

Since the Workers’ Compensation Reform Act came into effect on January 1, 1998, the 
WSIB has made significant progress with regard to the implementation of its reforms. A new 
service delivery model was developed by the WSIB, which takes into account the specific 
characteristics of our clients’ businesses such as the number of employees, industry sector and 
geographic location. The complete implementation of the new service delivery model will take 
place in 1999. 

Public education and outreach efforts were stepped up to educate our clients about the 
effects of new legislation and the way the WSIB will deliver its services. In addition, the Merit 
Adjusted Premium (MAP) plan was introduced to motivate small businesses to reduce 
workplace injuries and illnesses. 
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A new funding strategy was adopted in 1998 to ensure the elimination of the unfunded 
liability by the year 2014. The new funding strategy provides that a larger portion of employer 
premiums be used to pay down the unfunded liability than was done in the past. The strategy 
also requires that premiums for all rate groups be set at the “full target level,” that is, the level 
required to cover the full costs of new claims, including administrative charges and unfunded 
liability charges. 

The major expense incurred by the WSIB is the benefits paid and due to be paid on claims 
related to injuries that occurred in the course of employment or for a recognized occupational 
disease. Benefit costs include compensation for loss of earnings and/or non-economic loss 
benefits for permanent impairment, payments of health care expenses, assistance to facilitate 
labour market re-entry services, and survivors’ benefits in the case of a fatality. Expenses also 
include administrative and other expenses that are incurred by the WSIB in the course of 
managing its various functions and responsibilities under the Act, as well as payments to meet 
legislated obligations and commitments. 


Operational summary 
In 1998 the WSIB adopted a revised format for reporting operating results designed to more 
clearly disclose the results of current operations and the application of the unfunded liability 
premiums. The WSIB had an excess of revenues over expenses of $959 million for the year 
ended December 31, 1998, an increase of $341 million or 55.2 per cent over 1997, before 
taking into account the changes legislated by Bill 99. It was the fourth consecutive year with 
an excess of revenues over expenses applied to reduce the unfunded liability. At $959 million, 
the excess of revenues over expenses was higher than the component of the premium revenue 
levied on employers to retire the unfunded liability by $29 million. The full amount of the 
unfunded liability premiums levied on employers of $930 million was applied to reduce the 
unfunded liability. Revenues from current operations decreased by $16 million to $2,719 
million. The decrease was attributed to the lower gross premium revenue resulting from the 
reduction in the current operations component (current claims and overhead) included in the 
1998 average premium rate. The current operations component of the 1998 average premium 
rate was $1.59, compared to $2.01 in 1997. The decrease in gross premium revenue was 
offset by a $225 million reduction in the provision for net experience rating refunds and an 
increase in investment income of $148 million resulting from the robust performance of 
capital markets in the first half of 1998. 

Premiums levied to retire the unfunded liability increased by $247 million and reflect the 
higher unfunded liability component included in the 1998 average premium rate. 


Summary of Operations For the Year ended December 31, 1998 


(S millions) 
Current Operations 1998 1997 Increase / 
(Decrease) % 
Revenues 
Premiums rn NY. S 1,886 (8.7) 
Investment 997 849 7.4 
2119 TBS (0.6) 
Expenses 
Benefits 2,229 2,342 (4.8) 
Administration 336 34] (1.5) 
Legislated obligations and commitments 125 V7 6.8 
2,690 2,800 (3.9) 
Excess/(deficiency) of revenues over expenses 
from current operations S 29 S (65) 144.6 
Premiums for unfunded liability 930 683 36.2 
Benefits EXCeSS of revenues over expenses applied 
to reduce the unfunded liability 959 S618 55.2 


Note: For comparison purposes, the changes legislated by Bill 99 of $1,785 million for 1997 have been excluded. 
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WSIB expenses were lower than last year’s level by $110 million or 3.9 per cent. The 
decrease is due to the lower benefits and administration expenses partially offset by an 
increase in legislated obligations and commitments. 

Benefit costs, together with the increase in the provision for the Injured Workers’ 
Retirement Fund, decreased by $113 million or 4.8 per cent to $2,229 million, mainly due to 
a decline in future economic loss supplements and other pre Bill 99 income support 
supplements partially offset by higher survivor and health care benefits. Expenses related to 
legislated obligations and commitments amounted to $125 million, an increase of 6.8 per cent 
year over year. The increase is mainly due to the additional funding provided to the 
Occupational Health and Safety Act programs, the Workplace Safety and Insurance Appeals 
Tribunal and Safe Workplace Associations. 


Cash flow 


The reporting format for the statement of cash flows for 1998 has been revised to more 
clearly disclose cash flows for current operations and for retiring the unfunded liability. The 
$276 million net cash shortfall from operations in 1998 was due to a decrease in current 
premium receipts and an increase in cash expenses. These were partially offset by higher 
unfunded liability premium receipts. 

The decrease in current premium receipts was primarily due to the reduction in the 
current component of the average premium rate to $1.59 in 1998 from $2.01 in 1997. The 
increase in cash payments was mainly due to the reinstatement of spousal benefit payments 
legislated by Bill 99, the implementation costs for Bill 99 and the new service delivery model, 
which were paid in 1998 but provided for in 1997, and higher funding for Safe Workplace 
Associations and the Occupational Health and Safety Act. The higher unfunded liability 
premium receipts reflect the increase in the unfunded liability component of the average 
premium rate to $1.00, compared to $0.84 in 1997. 

The WSIB Insurance Fund was established to provide a reserve to fund benefit payments to 
injured workers in respect of injuries sustained. Cash revenues in excess of current benefit, 
administrative and other payments are invested to provide for these payments. To meet the 
cash shortfall from current operations in 1998, there was a cash transfer of $286 million from 
the investments portfolio to current operations in the last quarter of 1998. No cash transfers 
were made in 1997. 

As a result of the cash transfer from the Insurance Fund, there was an increase in cash and 
cash equivalents of $148 million in 1998, compared to a decrease in cash and cash 
equivalents of $179 million in 1997. 


Unfunded liability 

In 1998, total assets increased by $617 million (7.1 per cent) to $9,338 million, while total 
liabilities decreased by $342 million (2.0 per cent) to $16,436 million. The unfunded liability 
decreased by the excess of revenues over expenses of $959 million and stood at $7,098 
million at December 31, 1998. This represents a funding ratio of 56.8 per cent, compared to 
52.0 per cent for 1997, and is a reduction in the unfunded liability of $4,434 million from 
1993 when the funding ratio was 36.6 per cent. This improvement represents a 55.2 per cent 
increase in the funding ratio compared to 1993. 

The reduction in the unfunded liability is explained below through an actuarial 
reconciliation of the unfunded liability position. The reconciliation highlights the factors that 
influenced the change in the funded position. These factors include amendments to the Act, 
revised WSIB policies and adjudication practices, minor changes to the actuarial methods, 
investment results, and variations in experience from expected results. The major factors 
affecting the reduction in the unfunded liability in 1998 are shown in the following table. 
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Actuarial Reconciliation of the Change in the Unfunded Liability 


(5 millions) 
] 


998 
Unfunded liability at beginning of year Ga 605s 
Plus/ (Minus): 
Expected investment income on the unfunded liability 569 
Premiums allocated to reduction of the unfunded liability (930) 
Experience losses (gains) resulting from 
- indexation of benefits less than expected (231) 
- higher than expected interest rates (400) 
- prior years’ claims experience & other sources 88 
- current year’s claims experience (181) 
Changes in valuation assumptions 126 
Unfunded liability at end of the year S 7,098 


Sensitivity of actuarial assumptions 

The actuarial assumption most susceptible to change is the investment return. Based on the 
projected cash flows of the WSIB, the approximate impact of a 2 per cent change in the 
assumed future rate of investment income would be to change the benefits liability by 
$625 million. 


The WSIB has developed a new funding strategy to eliminate the unfunded liability by the 
year 2014 which was used to set 1999 premium rates. The main features of the WSIB’s new 
funding strategy are: 

e elimination of the unfunded liability by the year 2014 

° consolidation of the past unfunded liability at the Schedule 1 level, providing financial 
relief on a one-time basis to industry classes in need (such as the construction industry) 

e amortization of future gains and losses over a short period of time (up to five years), with 
the industry classes being responsible for their own losses 

e premium rates for the next three years to include an unfunded liability amortization 
charge sufficient to meet the WSIB’s funding requirements and address economic 
conditions 

e setting of premium rates for all rate groups at full target level, which means that 
employers pay the full cost of new claims including administrative costs and the unfunded 
liability charges 

e formal review of the funding strategy every three to four years, with annual monitoring 
during the rate-setting process. 

While there are various possible methods available to eliminate the unfunded liability, the 
WSIB has chosen an approach that emphasizes the early application of payments towards the 
unfunded liability. 

The advantages of this approach are as follows: 


Fiscally responsible: early application of the required amount has the greatest impact in 
reducing the unfunded liability and has a more favourable effect on future investments. Not 
applying the required amounts now could mean that investment income would have to be 
used in the future to meet operating costs. 


Allows for reduction in rates. current conditions permit higher initial unfunded liability 
payments to be accomplished while still reducing premium rates immediately for the vast 
majority of employers. 


Protects workers and employers: should the economic climate deteriorate in the future, it will 
still be feasible to meet the 2014 unfunded liability target date without exposing the employer 
community to premium rate increases. 


Allows for greater future flexibility. this plan gives the WSIB the flexibility to adjust rates 
downward. 

The WSIB believes that its new funding strategy represents a financially responsible approach 
that is consistent with the requirement under the Act not to unfairly burden any one sector. 
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Premium revenue 

Premiums are levied on Ontario employers’ payrolls to cover the costs of current year’s claims 
and overhead expenses. Schedule 1 employers also have a component built into their 
premium rate that contributes towards the reduction of the WSIB’s unfunded liability. The 
1998 average premium rate, before experience rating adjustment, was $2.59 per $100 of 
assessable payroll, a decrease of nine per cent from the average rate of $2.85 in 1997. The 
unfunded liability component included in the 1998 average premium rate was $1.00, 
compared to $0.84 in 1997, an increase of 19 per cent to support the earlier retirement of the 
unfunded liability. 

Total premium revenue amounted to $2,652 million in 1998, $83 million more than the 
previous year. However, current premiums were lower, primarily due to the nine per cent 
reduction in the average premium rate of Schedule 1 employers. Lower provisions for 
experience rating net refunds and bad debts and an increase in interest, penalties and 
reimbursements from Schedule 2 employers partly offset the lower current premiums. 


Premium Revenue for the year ended December 31, 1998 


(S millions) 
1998 1997 Increase / 
(Decrease) % 
Schedule 1 
Current premiums S 1,544 Sul ger (21.9) 
Experience rating net refunds (125) (350) 64.3 
Interest and penalties and bad debts 55 15 266.7 
1,474 1,642 (10.2) 
Self-insurers 248 244 1.6 
Total current premiums ew: 1,886 (8.7) 
Premiums for unfunded liability 930 683 36.2 
Total premium revenue S 2,652 S 2,569 3.2 


Year over year, Ontario’s labour force rose by 2.9 per cent and employment increased by 
3.9 per cent. Employment increased in all major industry sectors with the exception of 
primary industries, which declined 12.2 per cent, and the trade sector, which declined 
0.1 per cent. Across industry sectors in Ontario, the agriculture, services and manufacturing 
sectors had the largest year over year increase at 8.0 per cent, 5.5 per cent and 5.3 per cent 
respectively. Provincial labour income increased by 3.5 per cent while the average weekly 
earnings rose by 0.7 per cent. 

As a result of Ontario’s economic growth, Schedule | assessable payrolls increased by 
$4.7 billion or 5.1 per cent in 1998 to $96.2 billion. Current premiums, however, did not 
increase due to the nine per cent reduction in the average premium rate. 

Experience rating net refunds decreased by $225 million or 64.3 per cent, resulting from 
revisions made to fairly reward improvements in employers’ accident performance, and lower 
gross premiums for Schedule 1 employers. 


Benefits 
Benefit cost is an actuarial estimate of the costs related to reported and unreported 
compensable injuries occurring in the year, together with adjustments to the estimates of 
previous years. The present value of estimated future benefit payments constitutes the benefits 
liability and represents the WSIB’s obligation in relation to current and prior years’ injuries. 

Both benefits liability and benefit costs are affected by various factors, such as changes in 
legislation, adjudication policies and practices, effectiveness of health care and return-to-work 
programs and economic conditions. 

The overall benefits liability decreased by $85 million in 1998, mainly due to lower than 
expected indexation of benefits as a result of low inflation. 

On January 1, 1998 benefit levels reduced from 90 to 85 per cent of pre-injury net average 
earnings for new claims. Also, under section 45 of the new Workplace Safety and Insurance 
Act, 1997, effective January 1, 1998, the WSIB will set aside 5 per cent, rather than 10 per 


cent, of a worker’s loss of earnings benefits for his/her retirement fund for new claims. 
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A ten-year summary of the benefits expense and 
the benefits paid is shown below: 
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The injured worker may choose to contribute a further 5 per cent from his/her loss of 
earnings benefits. The amount is set aside only after the worker has received payments for loss 
of earnings for 12 continuous months. Since the Workplace Safety and Insurance Act, 1997 
takes effect January 1, 1998, the reduction from 10 to 5 per cent of the worker’s loss of 
earnings benefit set aside by the WSIB for new claims will be felt in 1999. 


Change in the Benefits Liability For the year ended December 31, 1998 


($ millions) 
1998 1997 Change 

Benefit costs SPT S 2,294 S$ (117) 
Benefit costs paid (2,262) (2,249) (13) 
Changes legislated by Bill 99 : (1,785) (1,785) 
Net (decrease) in benefits liability (85) (1,740) 1,655 
Benefits liability, January | 15,685 17,425 

Benefits liability, December 31 S 15,600 S 15,685 


Benefit costs, excluding the net increase in the Injured Workers’ Retirement Fund, were 
$2,177 million in 1998, $117 million less than in 1997 and the lowest since 1985. The 
decrease is primarily due to labour market re-entry costs, which were lower than the 
rehabilitation expenses of 1997. 

As a result of Bill 99, labour market re-entry costs were subdivided into two components, 
income support and external providers. Rehabilitation benefits, including Future Economic Loss 
supplements in effect under legislation prior to Bill 99, are no longer payable for new injuries 
occurring on or after January 1, 1998. Under Bill 99, a worker is entitled to receive loss of 
earnings benefits if he/she is cooperating in all aspects of a labour market re-entry assessment 
or plan. These payments are included as short-term loss of earnings benefits. As a result, the 
income support liability decreased by $262 million at December 31, 1998. Since the payments 
made in 1998 on account of income support totalled $198 million, the benefit cost was a 
reduction of $64 million. 

Compared to 1997, benefits paid in the year for survivor benefits increased by $94 million 
as a result of the Bill 99 spousal benefit reinstatement, while payments for short-term disability 
were $12 million higher due to higher temporary total and partial benefit payments. These 
higher payments were partly offset by lower labour market re-entry payments, which 
decreased $83 million, and the decrease in health care payments of $10 million. Overall, 
benefits paid in 1998 were $2,262 million, $13 million more than in 1997. 


Allowed lost-time injuries 

The number of allowed lost-time injuries for accidents registered for 1998 decreased by 
4.5 per cent compared to 1997. Lost-time injuries based on the new industry sectors 
registered for 1998 and 1997 are presented in the table, and the chart below. 


Losttime Injuries 1998 1997 Increase / 
(Decrease) % 
Agriculture 1,626 1,677 (3.0) 
Automotive 6,338 7,582 (16.4) 
Chemical/Process 2,296 2,204 4.2 
Construction 4 869 4930 (1.2) 
Education ee 1,352 (16.6) 
Electrical 455 436 44 
Food 3,283 3,299 (0.5) 
Forestry 835 773 8.0 
Health Care 7,066 7,402 (4.5) 
Manufacturing 20,038 20,580 (2.6) 
Mining 524 537 (2.4) 
Municipal 1,088 1,156 (5.9) 
Pulp & Paper 330 346 (4.6) 
Services 24,144 24,488 (1.4) 
Steel 1,499 1,710 (12.3) 
Transportation 7,906 8,287 (4.6) 
Schedule 2 13,766 15,047 (8.5) 
97,190 101,806 (4.5) 
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Administrative and other expenses 

Administrative expenses were $336 million, a $5 million decrease from 1997. In 1997, a special 
provision of $42 million was provided for the realignment of staff to improve customer service, 

to centralize business functions, and to increase the efficiencies of core business activities for 

Bill 99 implementation, and for the Year 2000 Project. In 1998 a restructuring provision of 

$6 million has been established to cover the costs of a business redesign initiative and associated 
staff realignment expense. Salary and fringe benefit costs were higher by $9 million as a result of 
the implementation of the new service delivery model. Miscellaneous expenses increased by 

$4 million from 1997 mainly due to an increase in change management costs and research grants. 


Legislated obligations and commitments 

Under the Workplace Safety and Insurance Act, 1997, effective January 1, 1998, the WSIB is 
obligated to reimburse the Government of Ontario for the administrative costs of the 
Occupational Health and Safety Act. In addition, the WSIB is obligated to fund the operating 
costs of the Workplace Safety and Insurance Appeals Tribunal, the Offices of the Worker and 
Employer Adviser and the Mine Rescue Stations. The WSIB is also committed to provide 
funding for the Institute for Work and Health and Ontario’s health and safety associations. 

In 1997 and prior years, the WSIB was required to reimburse the Government of Ontario for 
only a percentage of the administrative cost of the Occupational Health and Safety Act, and to fund 
the above agencies as well as the Workplace Health and Safety Agency and the Occupational Disease 
Panel. Under Bill 99, the limit on the recovery of Occupational Health and Safety Act administrative 
costs by the Ontario Government has been removed and the WSIB will provide full funding within 
three years commencing in 1997. Effective January 1, 1998, the WSIB assumed the assets, liabilities 
and program responsibilities of the Workplace Health and Safety Agency while the Occupational 
Disease Panel was abolished by Bill 99. 

These expenses amounted to $125 million, an increase of $8 million or 6.8 per cent from 
1997. This increase relates to higher funding for the Safe Workplace Associations to carry out 
injury and illness prevention services in Ontario’s workplaces, and increased funding for 
Occupational Health and Safety Act programs resulting from higher reimbursement of 
administrative costs to the Government of Ontario. 


Investments 

The WSIB’s investments provide a reserve to fund benefit payments to injured workers. 
Investments comprise a broadly diversified portfolio of investments including Canadian and 
foreign equities, high-grade fixed income securities, real estate, and cash and short-term 
investments. 

The Statement of Investment Policy & Goals (SIP&G) for the Insurance Fund stipulates that 
the SIP&G must be reviewed and approved by the Board of Directors no less than annually. In 
1998 the SIP&G was reviewed and approved by the Board in May and again in December. The 
purpose of the SIP&G is to define investment policies, principles, and eligible investments and a 
prudently diversified asset mix appropriate to the needs and objectives of the Fund, taking into 
account the nature of its liabilities and obligations, as well as the return prospects and risks of 
alternative investment policies. In addition, the SIP&G defines the management structure and 
procedures adopted for the ongoing prudent and effective management of the Fund. 

The selection of investments and investment managers for the Fund is made with 
consideration given to the overall context of the investment portfolio without undue risk of 
loss or impairment and with a reasonable expectation of fair return or appreciation given the 
nature of the investment. 

The inflation-related investment return objective of the Fund is to achieve a total 
annualized “real” rate of return, the return which exceeds the prevailing rate of inflation, by 
at least 3 per cent on average over the long term. 

1998 was a year beset by continuing fragile Asian economies, debt default and economic 
chaos in Russia, unfolding problems in the Brazilian economy, currency and stock market, and 
the near-collapse of a major hedge fund. Not surprisingly, world capital markets endured high 
volatility and sharply contrasting returns throughout the year. 
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The asset mix of the Fund at 


December 31, 1998 based on market 


value is shown below. 


Asset Mix 
Insurance Fund - December 31, 1998 
Short-term 
Mortgages and Real Estate (0.77) 
(2.6%) 


Bonds 
(35.5%) 
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Equities 
(61.2%) 


Canadian stock investors suffered a disappointing year as the Toronto Stock Exchange 300 
Index gyrated through a strong first half, a third quarter collapse and a strong late-year rally to 
close down 1.6 per cent overall. In contrast, holders of Canadian bonds enjoyed solid yield as 
bonds continue to decline. The benchmark Scotia Capital Markets Universe Bond Index 
returned a solid 9.2 per cent for the year. 

In foreign equity markets, U.S. stocks continued to surprise many market pundits, 
recording a spectacular 37.7 per cent annual return in Canadian dollar terms. European 
markets virtually matched the strong U.S. gains while the major markets of the Pacific region, 
as represented by the MSCI Pacific Index, rebounded to post a respectable 9.7 per cent. 

Buoyed by its higher foreign equity weighting, the Insurance Fund marked a 11.4 per cent 
return on market value in 1998 — a fourth consecutive year of double-digit returns. On an 
annualized basis, the Fund’s return on market value exceeds 11 per cent for all cumulative 
periods out to 10 years as illustrated in the following table: 


eS 
(Per cent) One Year Three Years Five Years Ten Years 
Investment Fund return 11.4 147 11.9 12.) 


Return above inflation 10.4 13.4 10.7 97 


The market value of the Insurance Fund was $10,704 million at December 31, 1998, an 
increase of $657 million on the year. 


The Year 2000 problem 
Some computers and microchips contain programming that makes them incapable of 
understanding the date 2000, or using it correctly in calculations. These computers use 
the last two digits to represent years. When 99 (1999) rolls over at midnight on 
December 31, 1999 to 00 (2000), computers that have not had this programming modified 
may conclude that the date is 1900. This may lead to a range of malfunctions or erroneous 
calculations. 

There are a number of related critical dates, so the Year 2000 issue could cause problems 
before, on or after January 1, 2000. The Year 2000 problem is without precedent and 
resolution plans change as new information becomes available. 


At the WSIB 


The WSIB has a project team in place to protect and maintain WSIB business from threats 
posed to critical date-sensitive systems and equipment by the Year 2000 date change. The 
program is on schedule for meeting the business requirements of the WSIB, our clients and 
our partners. It is anticipated that the Year 2000 will not jeopardize our ability to conduct 
WSIB critical business. 

The conversion of business-critical mainframe applications was completed in December 
1998. Business-critical application testing will continue through September 1999. An inventory 
of business area systems and devices was conducted in 1998. Assessment, replacement, 
upgrade or decommission activities are currently in progress, including electronic interfaces 
with our external business partners. Critical WSIB business upgrades for the Year 2000 will be 
completed by year end 1999. Appropriate risk management procedures are being developed to 
mitigate any impact on the WSIB and its clients caused by the Year 2000 problem. 

The total cost of the program is estimated to be $68 million, comprised of $47 million for 
specified programs and $21 million in capital expenditures. The WSIB has incurred a total of 
$22 million of these expenditures as of December 31, 1998. 
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Outlook 


In 1999 the Ontario economy is expected to continue to grow at a rate of between 

2 to 3 per cent. Employment levels are anticipated to increase in all sectors with the most 
significant growth in the construction and manufacturing sectors. Although total assessable 
payroll is forecasted to increase, premium revenue is expected to remain unchanged as a 
result of declining premium rates. 

New prevention programs are being developed including improved accident and illness 
data-capture mechanisms; review of employers’ premium incentive programs; and, further 
alignment of the health and safety system to ensure that the efforts of all provincial health and 
safety agencies are coordinated and to provide the most effective services. 

The WSIB’s increased emphasis on injury and illness prevention and prevention incentive 
programs are expected to reduce the number of registered lost-time injuries, resulting in a 
decrease in benefit costs and continuing the trend experienced in the last three years. 

The WSIB is also taking a fresh look at the workplace insurance system with the aim of 
providing clients with the best possible products and services. Specifically, systems and 
partnerships are being developed to encourage workplace parties to take greater responsibility 
for early and safe return-to-work and disability management. 

One initiative aimed at increasing knowledge and resources in the province is a 
partnership with British Columbia-based NIDMAR, the National Institute of Disability 
Management and Research. Under this agreement, the WSIB has funded NIDMAR with a one- 
time operational grant of $250,000. This grant will help to support NIDMAR’s Ontario office 
and new initiatives in eastern Canada. The WSIB’s partnership includes representation on 
NIDMAR’s Eastern Canada Advisory Board. 

The process of strategic business evaluation and planning is continuing as the WSIB 
refines its understanding of how it must change the way it does business to meet the future 
needs of Ontario workers and employers. Critical priorities for 1999 have been identified, and 
a 1999 business plan developed to ensure that 1998 momentum is maintained. 

In addition, the WSIB continues to improve service delivery by developing and refining 
the new service delivery model first implemented in 1998. 

Priorities for 1999 include: 

making changes to the Workwell audit program based on a 1998 review 

including injury and illness prevention obligations in supplier purchasing agreements 

establishing a Prevention Best Practices information warehouse 

expanding the Safe Communities Incentive Program (SCIP) 

developing new incentives to encourage early and safe return to work 

undertaking a comprehensive consultation with all health care providers to facilitate the 

delivery of quality care to injured workers 

e setting an agenda for ongoing review and streamlining of policy 

e reviewing and updating fraud policy 

e clarifying eligibility criteria for Schedules 1 and 2 

e developing and implementing a construction industry strategy 

e implementing a new corporate Web site to provide our clients with detailed, up-to-date, 
online information about the WSIB 

e providing occupational health and safety training for all WSIB staff. 

Upon completion of the first year of its five-year strategic plan, the WSIB is well 
positioned to make significant gains in 1999 toward achieving its vision — the elimination of 
all workplace injuries and illnesses. 
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Balance sheet 


December 31, 1998 


(S millions) 
1998 1997 
ASSETS 
Cash and cash equivalents S 6] S 
Receivables 143 235 
Investments (note 3) 8,607 8,029 
Injured Workers’ Retirement Fund (note 4) 273 22] 
Capital and other assets (note 5) 254 236 
S308 See 
LIABILITIES 
Bank indebtedness (note 6) S S 87 
Payables and accruals 489 710 
Mortgage payable (note 7) 14 75 
Injured Workers’ Retirement Fund (note 4) 273 221 
Benefits liability (note 8) 15,600 15,685 
16,436 16,778 
UNFUNDED LIABILITY (7,098) (8,057) 
S$ 9,338 oe 8721 


On behalf of the Board of Directors: 


Glen Wright, Chair 


Director 


The accompanying notes form an integral part of the financial statements. 


Eileen Mercier, 


Director 
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Statement of operations 
& unfunded liability 


For the Year Ended December 31, 1998 


(S millions) 

CURRENT OPERATIONS 1998 . 1997 

REVENUES 
Premiums for current year S Li22 S 1,886 
Investment (note 3) 997 849 

Hi) DRIES 

EXPENSES 
Benefit costs (note 8) 2A 2,294 
Net increase in the Injured Workers’ 

Retirement Fund (note 4) 52 48 
Administrative and other (note 9) 336 341 
Legislated obligations and commitments (note 10) 125 (ie: 

2,690 2,800 
EXCESS /(DEFICIENCY) OF REVENUES OVER EXPENSES 
FROM CURRENT OPERATIONS 29 (65) 
Premiums for unfunded liability 930 683 
Changes legislated by Bill 99 (note 8) - 1,785 
EXCESS OF REVENUES OVER EXPENSES APPLIED 
TO REDUCE THE UNFUNDED LIABILITY u57 2,403 
Unfunded liability, beginning of year 8,057 10,460 
Unfunded liability, end of year $7,098 S 8,057 


The accompanying notes form an integral part of the financial statements. 
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Statement ot 
cash tlows 


For the Year Ended December 31, 1998 


The accompanying notes form an integral part of the financial statements. 


millions 
1998 1997 
INVESTING CASH FLOWS 
Investment income 445 340 
Sales of investments 2,85] 9,622 
Purchases of investments (2,872) (10,010) 
Net cash provided /(shortfall) from investing activities 474 (48) 
OPERATING CASH FLOWS 
Current Operations 
Cash received from: 
Current premiums 1,640 1,884 
Cash paid to: 
Claimants, survivors and care providers (2,262) (2,249) 
Injured Workers’ Retirement Fund (52) (48) 
Employees and suppliers for administrative goods and services (364) (299) 
Others under legislated obligations (123) (100) 
~< (2,801) (2,696) 
Net cash required by current operations (1,161) (812) 
Cash received from unfunded liability premiums 885 68] 
CASH REQUIRED BY OPERATIONS (276) (131) 
Increase / (decrease) in cash and cash equivalents 148 (179) 
Cash and cash equivalents, beginning of year (87) 92 
Cash and cash equivalents, end of year S 61 S (87) 
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Notes to the 


financial statements 


December 31, 1998 


Lf 


NATURE OF OPERATIONS 

The Workplace Safety & Insurance Board (WSIB), formerly 
the Workers’ Compensation Board, is a statutory 
corporation first created by an Act of the Ontario 
Legislature in 1914. It is responsible for administering the 
Workplace Safety and Insurance Act, 1997. Bill 99, the 
Workers’ Compensation Reform Act, received royal assent 
and was passed into law on October 10, 1997. It came 
into force on January 1, 1998, introducing wide-ranging 
changes to the workplace safety and insurance system in 
Ontario and changing the name of the Workers’ 
Compensation Board to Workplace Safety and Insurance 
Board (WSIB) effective January 1, 1998. 

The WSIB promotes the prevention of injuries and 
illnesses in Ontario workplaces and provides 
compensation to workers who sustain injuries arising from 
and in the course of employment, or who contract an 
occupational disease. 

The WSIB administers the Workplace Safety and 
Insurance Act, 1997, for two groups of employers referred 
to as Schedule 1 and Schedule 2. Schedule 1 relates to 
services and industries in which employers are insured 
through “collective liability” and are required to contribute 
to the WSIB Insurance Fund whereas Schedule 2 relates to 
employers who are “self-insured,” in that they are 
individually liable. The Federal Government, which is 
covered under a separate agreement with Human 
Resources Development Canada, is also treated as a 
Schedule 2 employer. The WSIB pays the actual cost of 
claims for Schedule 2 workers and is reimbursed by those 
employers for the claims paid, as well as for the cost of 
prevention activities and administering the claims. In 
addition, investment revenue is earned from a diversified 
investment portfolio held as a reserve to meet future 
obligations on existing claims. 

The WSIB does not receive government funding or 
other assistance and raises funds through premium rates 
being applied to the payrolls of Ontario’s Schedule 1 
employers covered under the Workplace Safety and 
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Insurance Act, 1997, in order to provide compensation to 
workers or survivors of the workers who are injured in the 
course of employment or who contract an occupational 
disease. 


SIGNIFICANT ACCOUNTING POLICIES 
These financial statements have been prepared in 
accordance with generally accepted accounting principles. 
The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts 
of revenues and expenses during the year. Actual results 
could differ from these estimates. 

The significant accounting policies are summarized as 
follows: 


Cash and cash equivalents 


Cash and cash equivalents are funds consisting of cash 
and money market instruments with maturities up to 
three months. 


Investments 


a) 


) 


Bonds, coupons and mortgages 

Bonds, coupons and mortgages are carried at amortized 
cost. In the case of mortgages, amortized cost is adjusted 
for principal repayments. Realized gains and losses on the 
sale of bonds, coupons and mortgages are deferred and 
amortized over the lesser of 20 years or the period to 
maturity of the security sold. 


Equities and real estate 

Equities and real estate are carried at cost adjusted 
towards fair value, using a five-year moving average 
market method. Realized gains and losses are deferred 
and amortized over a four-year period. 


Short-term securities 

Short-term securities consist of money market instruments 
with maturities between three and twelve months and are 
carried at cost. Gains and losses from sales are included in 
income in the year they occur. 


d) Foreign currency translation 


Transactions in investments denominated in foreign 
currencies are translated into Canadian dollars at the 
exchange rate in effect at the time of the transaction. The 
cash and cash equivalents are translated to Canadian dollars 
at the exchange rate in effect at the balance sheet date. 


Fair values of investments 


Fair values of investments are determined as follows: 

Bonds and equities are valued at year-end quoted 
prices where available. Where quoted prices are not 
available, estimated fair values are calculated based upon 
the yields and values of comparable marketable securities. 

Short-term notes, treasury bills and term deposits 
maturing within a year are valued at cost, which together 
with accrued interest income approximates fair value 
given the short-term nature of these instruments. 

Real estate is valued based on appraised values 
conducted on a cyclical basis. 

Pooled fund investments are valued at the unit values 
supplied by the pooled fund administrator, which 
represent the WSIB’s proportionate share of underlying 
net assets at fair values determined using closing market 
prices. 


Fair value of other financial assets and liabilities 


The fair values of other financial assets and liabilities, 
being cash, receivables, bank indebtedness, payable and 
accrued liabilities approximate their carrying values due to 
the short-term nature of these instruments. 


Injured Workers’ Retirement Fund 


Investments held in the Injured Workers’ Retirement 
Fund are carried at fair value. Changes in fair values are 
taken into income of the Injured Workers’ Retirement 
Fund in the year they occur. 


Capital assets and depreciation 


Capital assets are stated at cost. Capital assets are 
depreciated using the straight-line method at rates 
calculated to expense the cost of assets over their 
estimated useful lives which, in the case of buildings and 
equipment, are 20 years and 5 years respectively. 
Buildings are carried at cost and include development, 
financing and other costs capitalized prior to becoming 
fully operational, at which time depreciation commences. 


Premium revenue for current operations and unfunded liability 


Premium revenue is determined on the basis of estimated 
and actual payrolls for employers included in Schedule 1 
of the Workplace Safety and Insurance Act, 1997, 
adjusted for claim experience where relevant. 

Schedule 2 employers are individually liable to pay 
the benefits under the Workplace Safety and Insurance 
Act, 1997, with respect to the workers employed. 
Reimbursements for claims paid and cost of administering 
the claims are included in the premiums of the WSIB. 

Included in premium revenue are reimbursements by 
Schedule 2 employers for claims paid, as well as for the 
cost of administering the claims. 

Under the Workplace Safety and Insurance Act, 
1997, the Board shall determine the total amount of the 
premiums to be paid by all Schedule 1 employers with 
respect to each year in order to maintain the Insurance 
Fund under this Act. 


Premiums for unfunded liability 


Under the Workplace Safety and Insurance Act, 1997, the 
WSIB determines premium rates to maintain the 
sufficiency of the Insurance Fund. In advance of the fiscal 
year, the WSIB notifies Schedule 1 employers of the 
methods used to calculate these rates, the premiums 
payable and the payment schedule. Premium rates include 
a specified component that is applied to reduce the 
unfunded liability. 


Benefits liability 


The benefits liability is determined annually through an 
actuarial valuation and represents a provision for future 
payments relating to claims incurred on or before 
December 31. The provision has been obtained by 
estimating future benefit payments in accordance with the 
adjudication practices in effect at December 31, 1998 and 
legislation enacted January 1, 1998. 

The benefits liability does not include any provision 
for payment of claims relating to Schedule 2 as they are a 
liability of Schedule 2. 

Provision has not been made for future administration 
costs of incurred claims. Similarly, provision has not been 
made for the cost of future claims for occupational 
diseases, or for the future cost of existing claims for 
diseases and injuries that are not currently considered to 
be work-related, but may in the future be considered to be 
work-related. 
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3. INVESTMENTS AND INVESTMENT REVENUE 
The carrying value of investments comprises investments at a cost of $9,597 million (1997: $8,901 million) including accrued 
investment income, plus adjustments towards a fair value of $447 million (1997: $366 million), less unamortized net gains realized 
on the sale of investments of $1,437 million (1997: $1,238 million). Investments by category of investment are as follows: 


1998 1997 
Carrying Fait Carrying Fair 
Value Value Value Value 
Fixed Income Securities 
Bonds S$ 3,181 Soar Sa S$ 3,564 
Mortgages 6 6 6 6 
3,187 3,853 2,976 3,570 
Equities 
Domestic 2,638 3,032 7319 A: 
Foreign - U.S. 36/7 919 1,099 1,546 
- Global 2,085 2,606 1,335 (ley 
5,090 6,557 4753 6,215 
Real Estate 255 27) 228 236 
Short-term Securities 
Money market instruments | | 
Accrued investment income 74 14 12 72 
S_ 8,607 S 10,756 See 029 S 10,093 
The WSIB engages in a securities lending program Revenue by category of investment is as follows: 
whereby securities are loaned to borrowers, approved by (S millions) 
the WSIB and the custodian, for a fee, against high quality 1998 1997 
collateral. At December 31, 1998, the fair value of securities Bonds $275 $259 
on loan was $2,505 million (1997: $1,841 million). Equities 725 583 
Foreign investments are exposed to currency risk. Mortgages 0 4 
Derivative instruments are used for the sole purpose of Short-term securities 2 6 
hedging foreign currency transactions to better manage 1,002 852 
and reduce currency risk. Such instruments are valued at Injured Workers’ Retirement Fund 15 10 
year-end market prices. The notional amount of foreign Investment expenses (20) (13) 
currency contracts hedging investments in foreign Investment revenue $997 $849 
currencies totalled $321 million at December 31, 1998 Jy 1998, $612 million (1997: $519 million) of realized and 
(1997: $83 million). Their related fair value at year-end unrealized net gains were amortized to investment revenue. 


was $323 million (1997: $84 million). The contracts 
mature in the first three months of 1999. 


Bonds by term to maturity as at December 31: 


(§ millions) 
Less 
Term to maturity unamortized 

Up to | year 1-5 years 5- 10 years Over 10 year gain 1998 1997 
Government bonds 
Carrying value $1,443 $851 $786 $462 $2,618 $2532 
Fair value 1,465 900 862 RW ad] 3,076 
Yield % 4.8 49 SYsa 5.0 5.6 
Corporate bonds 
Carrying value $7 $225 $148 $220 $37 $563 $438 
Fair value ] 228 15] 234 620 488 
Yield % 5.3 5.0 5.6 6.0 55 6.0 
Total 
Carrying value $3,181 $2,970 
Fair value 3,847 3,564 
Yield % 5.1 5.6 


The average effective yield reflects the result obtained by dividing the estimated annual income of a security (based on its 
coupon or dividend rate) by its fair value at December 31. 
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4. 


INJURED WORKERS’ RETIREMENT FUND 

Under section 44 of the Workers’ Compensation Act and 
Regulations of Ontario R.S.O. 1990 (which continues to 
apply to injuries and diseases prior to January 1, 1998), 
the WSIB sets aside funds equal to 10 per cent of every 
payment made to injured workers under section 43 of that 
Act. In accordance with the provisions of that Act, these 
funds are segregated from the WSIB’s Insurance Fund and 
are invested to provide for retirement income benefits for 
injured workers. 

Under section 45 of the new Workplace Safety and 
Insurance Act, 1997, effective January 1, 1998, the WSIB 
will set aside 5 per cent rather than 10 per cent of a 
workers’ loss of earnings benefits for his/her retirement 
fund for new claims. The injured worker may choose to 
contribute a further 5 per cent from his/her loss of 
earnings benefits. The amount is set aside only after the 
worker has received payments for loss of earnings for 12 
continuous months. Since the Workplace Safety and 
Insurance Act, 1997, took effect January 1, 1998, the 5 
per cent set aside will first occur on January 1, 1999. 


Bonds by term to maturity as at December 31: 


The fair value of the fund at December 31 is as follows: 


(S millions) 
1998 1997 
Cash S$ 4 S 0 
Bonds 114 106 
Equities - Domestic 9] 66 
- Foreign Global 5] 38 
Money market instruments 1] 9 
Accrued investment income 2 2 
Sais Se) 


In 1998, the net increase in the Injured Workers’ 
Retirement Fund was $52 million (1997: $48 million). 
This net increase resulted from funds set aside pursuant to 
section 44 of the Actin the amount of $44 million (1997: 
$43 million), together with $15 million (1997: $10 
million) earned on its investments, less $7 million (1997: 
$5 million) paid as retirement pensions. 


(S millions) 
Term to maturity 

Up to 1 year 1-5 years 5 - 10 years Over 10 years 1998 1997 
Government bonds 
Fair value $38 $14 $25 S77 $82 
Yield % 49 DL De 5.1] 5.6 
Corporate bonds 
Fair value $2 $12 $10 $5 $29 $18 
Yield % ae. 5.4 5.8 6.2 au 6.1 
Global bond pooled fund $8 S6 
Yield % ile) 1.4 
Total 
Fair value $114 $106 
Yield % 6.4 eps) 
CAPITAL AND OTHER ASSETS MORTGAGE PAYABLE 
(S millions) The WSIB is a 75 per cent participant in the co-ownership 

1998 1997 agreement of its head office building. To partially fund the 
Cost Net Book Net Book development and construction of the building, the WSIB 
Value Value entered into a long-term mortgage loan agreement in 
Buildings and 1993. The mortgage loan is secured by the building and 
leasehold improvements 9 203 9 165 > 169 matures in the year 2015. The interest rate is fixed at 
UN fa a a 10.25 per cent per annum, compounded semi-annually. 
Other assets 57 57 5 BENEFITS LIABILITY AND BENEFIT COSTS 
$393 $ 254 $ 236 Benefits liability represents an actuarially determined 


Depreciation expense in 1998 was $20 million 
(1997: $15 million). 


BANK INDEBTEDNESS 

The bank indebtedness represents cheques issued before 
the end of the year which are outstanding, net of the cash 
balance. The WSIB maintains a $150 million line of credit 
with a commercial bank, which is unsecured. 


provision for future benefit payments relating to incurred 
claims that were discounted to present value at the 
assumed net investment returns as shown below. 
Estimates of future benefit payments refer to both reported 
and unreported claims which have arisen from work- 
related injuries and occupational diseases that occurred on 
or before December 31, 1998 and are based on the level 
and nature of entitlement, as prescribed by legislation 

ANNUAL Report 1998 Yi 


enacted January 1, 1998, and on adjudication practices in assumptions were used in the actuarial valuation of the 


effect at December 31, 1998. benefits liability: 

The benefits liability was determined using accepted ee ee a 998 «1997 
actuarial practices in accordance with the standards Inflation rate 4% 4% 
established by the Canadian Institute of Actuaries. Rate of indexation of benefits 

The actuarial present value of future benefit payments “Fully indexed : as 
reflects long-term estimates of economic and actuarial “Partially indexed és fe 
assumptions and methods, which were based upon past AE EIESIUEAMTE 

ae - Fully indexed 3% 3% 
experience, modified for current trends. As these -Patally indexed 404 404 
assumption ; a chanie over time to reflect underlying Wage and health care costs escalation rate 5% 5% 
conditions, it is possible that such changes could cause a 
material change in the actuarial present value of future 
benefit payments. The following key long-term economic 

I 
Benefits liability provision for benefit costs and benefit costs paid in 1998 were as follows: 
(S millions) 
1998 a = = 1 ae 
Labour Market Re-entry 
Long-term Income External Short-term Health Survivor 
Disability Support Providers Disability Care Benefits Total Total 
Benefits liability, 
beginning of year $11,401 $1,052 $213 $453 $1,129 $1,437 $15,685 $17,425 
Benefit costs [253 (64) 37 317 371 163 CEA) 2,294 
Changes legislated by Bill 99 (1,785) 
17,862 17,934 
Benefit costs paid 
during the year 
- Schedule 1 (1,198) (185) (42) (241) (206) (173) (2,045) (2,034) 
- Schedule 2 (109) (13) (3) (41) (23) (21) (210) (210) 
- Injured Workers’ 
Retirement Fund (7) : ; 3 ; ; (7) (5) 
(1,314) (198) (45) (282) (229) (194) (2,262) (2,249) 
Benefits liability, 
end of year $11,440 $790 $205 $488 $1,271 $1,406 $15,600 $15,685 
Benefit costs paid include the following: 
(S millions) 
Schedule | Schedule 2 
1998 (Wan 1998 1997 
Long-term disability 
- Worker pensions S 578 S583 S$ 63 S66 
- Supplements 251 254 18 19 
- Future economic loss 290 268 19 7 
- Non-economic loss 19 9] 9 1] 
1,198 1,196 109 Ts 
Labour market re-entry 
- Income support 185 Tey 13 18 
- External providers 4) 53 3 
227 305 16 21 
Short-term disability 24) 229 4] 4] 
Health care 
- Health care 188 196 2] 23 
- Medical reports 18 18 9 >) 
206 214 23 25 
Survivor benefits 173 90 2] 10 
S 2,045 S 2,034 S210 Ale 
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Mortality was estimated based on the WSIB’s mortality 
experience of 1991 - 1995 for injured workers and on the 
Ontario Life Tables adjusted on the basis of WSIB’s 
mortality projections for survivors of deceased workers. Full 
provision has been made for the effect of future increases in 
the covered earnings ceiling and indexation of benefits. 

Management believes the amount provided for future 
payments of incurred claims to be adequate. Long-term 
economic and actuarial assumptions and methods are 
reviewed annually at December 31 of each year, when 
independent actuarial valuations are performed. The 
actuarial cost of claims for reported and unreported work- 
related accidents that occurred in the year are recorded 
under benefit costs, together with adjustments, if any, 
resulting from the continuous review of entitlements, 
experience, or from changes in legislation, assumptions or 
methods. 

Effective January 1, 1998, Bill 99 introduced the 
labour market re-entry program for 1998 and future claims, 
to replace a part of the vocational rehabilitation program. 
Accordingly, the benefits liability for rehabilitation of 
$1,265 million as at December 31, 1997 has been 
allocated to its component liabilities of provisions for 
income support ($1,052 million) and external providers 
($213) million to reflect the changes in legislation. 


9. ADMINISTRATIVE AND OTHER EXPENSES 
Administrative and other expenses consist of the following: 
(S millions) 


1998 1997 

Salaries and employee benefits Sen yi $2218 
Equipment depreciation and maintenance 22 19 
Occupancy 29 28 
Communication 1] 10 
Supplies and services 16 12 
Miscellaneous 12 8 
Travel and vehicle maintenance 5 4 
Year 2000 project 8 0 
330 299 

Restructuring 6 42 
Sa 006 S534 


10. RELATED PARTY TRANSACTIONS 
Legislated obligations and commitments 
Under the Workplace Safety and Insurance Act, 1997, the 
WSIB is required to reimburse the Government of Ontario 
for the administrative cost of the Occupational Health 
and Safety Act. In 1998 the WSIB was required to fund 
the operating costs of the Workplace Safety and Insurance 
Appeals Tribunal, the Offices of the Worker and Employer 
Adviser and the mine rescue stations. The amounts of 
reimbursements and funding are determined and 
approved by the Minister of Labour and, in certain 
instances, the WSIB is directed by the Lieutenant 
Governor, through Orders in Council, to make these 
payments. The WSIB is also committed to provide funding 
for the Institute for Work and Health, Farm Safety 


11. 


Association and Safe Workplace Associations. The total 
amount of funding provided under these legislated 
obligations and commitments in 1998 was $125 million 
(1997: $117 million). 

Investments 

Included in investments are marketable fixed income 
securities issued by the Ontario provincial government and 
related corporations of $298 million (1997: $283 million). 


Other 

In addition to the legislated obligations and accident 
prevention expenses, the financial statements include 
amounts resulting from transactions conducted in the 
normal course of operations, with various Ontario 
government-controlled ministries, agencies, and Crown 
corporations with which the WSIB may be considered 
related. Such transactions are conducted on terms and 
conditions similar to those transactions with unrelated 
parties. Account balances resulting from these transactions 
are not significant. 


COMMITMENTS AND CONTINGENCIES 

Operating leases 

At December 31, 1998, the WSIB was committed under 
non-cancellable operating leases requiring future minimum 
payments of approximately $8 million per year over the next 
5 years and aggregating to $40 million thereafter. 


Legal actions 

The WSIB is party to various claims and lawsuits which are 
being contested. In the opinion of management, the 
outcome of such claims and lawsuits will not have a 
material effect on the WSIB. 


Year 2000 Issue 

The Year 2000 Issue arises from computing and microchip 
circuitry that use two digits rather than four to identify a 
year. Date-sensitive systems may recognize the Year 2000 as 
1900, or some other date, resulting in errors when 
calculations using Year 2000 are performed. In addition, 
similar problems may arise in some systems that use certain 
dates in 1999 to represent something other than a date. 
The effect of the Year 2000 Issue may be experienced 
before, on, or after January 1, 2000, and if not addressed, 
the impact on operations and financial reporting may range 
from minor errors to significant system malfunctions that 
could affect an entity’s ability to conduct normal business 
operations. It is also not possible to be certain that all 
aspects of the Year 2000 Issue affecting the WSIB, including 
those related to the efforts of its customers, suppliers, or 
other third parties will be fully resolved. 


. PENSION PLANS 


The WSIB has two pension plans for its employees and 
employees of the Safe Workplace Associations: the WSIB 
Employees’ Pension Plan and the WSIB Employees’ 
Supplementary Pension Plan. 
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The WSIB Employees’ Pension Plan 

This is a contributory defined benefit pension plan 
which provides for partially indexed pensions based on 
years of service and earnings rates near retirement. The 
investment activities and the administrative and 
accounting matters of the pension plan are administered 
by the WSIB. 

An independent actuarial valuation performed as of 
December 31, 1998 has determined that the pension plan 
is in a surplus position. The accrued pension obligations of 
the contributory defined benefit plan reflect management's 
estimates of salary escalations, investment rate of return, 
mortality of members, terminations, and the ages at which 
members will retire. 

As at December 31, 1998 the pension plan's funded 
status was as follows: 


(S millions) 

1998 1997 
Pension assets $ 962 S 867 
Accrued pension obligations $701 $ 651 


The WSIB Employees’ Supplementary Pension Plan 

This contributory defined benefit plan became effective on 
September 1, 1998 and was created to ensure that 
employees of the WSIB whose earnings exceed the 
threshold earnings for the maximum pension benefit 
permitted under the /ncome Tax Act (Canada) receive 
pension benefits based on their total earnings. The 
investment activities and the administrative and accounting 
matters of the supplementary pension plan are administered 
by the WSIB. 

An independent actuarial valuation was performed as at 
December 31, 1998. The accrued pension obligations of the 
contributory defined benefit plan reflect management’s 
estimates of salary escalations, investment rate of return, 
mortality of members, terminations, and the ages at which 
members will retire. 

As at December 31, 1998 the pension plan's funded 
status was as follows: 


(S millions) 

1998 
Pension assets $0.2 
Accrued pension obligations $ 5.0 
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Responsibility tor 
financial reporting 


The accompanying financial statements were prepared by management in accordance with generally accepted accounting 
principles, consistently applied, and include some amounts based upon management’s best estimates and judgements. Any 
financial information contained elsewhere in the Annual Report is consistent with these financial statements. 

Management is responsible for the integrity of the financial statements and has established systems of internal 
control to provide reasonable assurance that assets are properly accounted for and safeguarded from loss. The Board of 
Directors has established an Audit Committee, to ensure that management fulfils these responsibilities. The Audit 
Committee meets periodically with management, internal auditors and external auditors to ensure that their responsibilities 
are properly discharged with respect to financial statement presentation, disclosure and recommendations on internal 
control. 

The Internal Audit Branch performs audits designed to test the adequacy and consistency of the WSIB’s internal 
controls, practices and procedures. 

The external auditors, KPMG ip, working under the direction of the Provincial Auditor, have performed an 
independent audit of the financial statements of the WSIB in accordance with generally accepted auditing standards. Their 
report outlines the scope of this independent audit and their opinion on the financial statements of the WSIB. 

Eckler Partners Ltd., the independent consulting actuaries to the WSIB, express an opinion on the adequacy and 
appropriateness of the valuation of the WSIB's benefits liability. 


JBL Ee Lhe 


David Williams Thomas Chan 

President and Vice-President, 

Chief Executive Officer Finance and Corporate Services 
and Chief Financial Officer 


March 3, 1999 
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Auditors’ report 


ana 


To the Workplace Safety and Insurance Board, 
the Minister of Labour, 


and to the Provincial Auditor 


Pursuant to the Workplace Safety and Insurance Act which provides that the accounts of the Workplace Safety and 
Insurance Board (WSIB) shall be audited by the Provincial Auditor or under his direction by an auditor appointed by the 
Lieutenant Governor in Council for that purpose, we have audited the balance sheet of the WSIB as at December 31, 1998 
and the statements of operations and unfunded liability and cash flows for the year then ended. These financial statements 
are the responsibility of WSIB management. Our responsibility is to express an opinion on these financial statements based 
on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the WSIB 
as at December 31, 1998 and the results of its operations and cash flows for the year then ended in accordance with 


generally accepted accounting principles. 


King 
(ia 


Chartered Accountants 


Toronto, Ontario 
March 3, 1999 
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Consulting actuaries’ 
report 


Eckler Partners Ltd. 


Consulting Actuaries' Report on the Valuation of the 
Benefits Liabilities of the Schedule 1 Insurance Fund of 
The Workplace Safety and Insurance Board of Ontario as at December 31, 1998 


We have determined the estimated present value as at December 31, 1998 of future payments for short-term disability, long-term disability, labour 
market re-entry, survivor benefits, health care and retirement income benefits under Schedule 1 on account of accidents that occurred on or before 
that date to be $15,600 million. We have examined the data upon which the calculations were based and found them to be sufficient and reliable 
for the purposes of the valuation and consistent with the WSIB’s financial statements. We consulted with the Chief Actuary in selecting 
appropriate assumptions and methods for the valuation. As in previous valuations, the present value does not include provision for future claims 
related to occupational disease or for future expenses of administration. 

The present value reported above includes the liability for benefits under Bill 162 which came into effect as of January 2, 1990. In last year’s 
valuation, we modified our assumptions regarding the average percentage of permanent impairment of workers becoming eligible for 
compensation for non-economic loss under section 42, of the average percentage wage loss of workers becoming eligible for compensation for 
future loss of earnings under section 43, and of the portions of compensation for future loss of earnings under section 43 and of supplemental 
pensions under section 147(4) of the Act which will be continued following the reviews 24 months and 60 months after the benefits commence, 
to reflect actual experience to date. For the purpose of this valuation, we continue to use the same assumptions as in the last valuation. 

The present value also takes into account the provisions of Bill 165 which came into effect as of January 1, 1995, which affected the indexing 
of compensation and which provided for additional pension for certain categories of injured worker. 

The present value also takes into effect the amendments to the Act contained in Bill 99, which came into effect as of January 1998, which 
affects the indexing of compensation, provides for reinstatement of benefits to survivors whose benefits were terminated for reason of remarriage 
prior to April 1, 1985 and affects the level of compensation and the level of payments for loss of retirement income in respect of accidents which 
occurred on and after January 1, 1998. 

The valuation was based on the provisions of the Workplace Safety and Insurance Act and on the WSIB's administrative practices in effect as 
of January 1, 1999. Full provision has been made for potential future increases in the covered earnings ceiling and in the level of compensation as 
provided under the Act by using a net investment return assumption of 3 per cent per annum with respect to fully indexed benefits and 6 per cent 
per annum with respect to partially indexed benefits. The rates of net investment return were determined on the assumption that investment 
income in excess of these rates will be required to finance indexation of those benefits related to inflation. The long-term rate of general price 
inflation assumed in the valuation was 4 per cent per annum, and the rate of indexation of benefits was therefore assumed to be 4 per cent per 
annum for fully indexed benefits and 1 per cent per annum for partially indexed benefits. 

It was assumed that survival on loss of earnings benefits will follow WSIB experience for the years 1991-1996, modified after one year so that 
6 per cent of lost-time accidents will still be receiving benefits after two years, decreasing at an average annual rate of 10 per cent until it reaches 
60 per cent after six years from the date of the accident. 

Except as described above, the methods and assumptions employed in the valuation were consistent with those used in the previous 
valuation, after taking account of changes in claim patterns. A complete description of the methods and assumptions employed in the valuation 
will be provided in our detailed report to the Board on the valuation. 

In our opinion, the assumptions made in this valuation are appropriate, the methods employed are in accordance with sound actuarial 
principles and the amount of $15,600 million as at December 31, 1998 makes reasonable provision for future payments for short-term disability, 
long-term disability, labour market re-entry, survivor benefits, health care and retirement income benefits under Schedule | on account of 
accidents that occurred on or before December 31, 1998. 


Lid HA 


David A. Short, ES.A., EC.LA. 
Actuaries with the firm of Eckler Partners Ltd. 


Jill M. Flicht, FS.A., EC.LA. 


March 3, 1998 
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Ten-year history 


Workplace Safety and Insurance Board 
Ten-Year Summary of the Statements of Operations and Unfunded Liability 


millions 
1998 1997 1996 1995 1994 1993 1992 1991] 1990 1989 
REVENUES 
Premiums for current year (see note below) $1722 $1,886 -S1.917 © °S1,953 $1,864" 7 S1/9695 9 S2.171) 9S? 505i S259 Geo orn 
Investment 997 849 711 593 499 521 453 450 440 409 
2119 2735 +2628 ~=—«-2.546 ~=—«2,368«S2.490=Ss«,624~=S2.955=S «3,086 ~~ «3,087 
EXPENSES 
Benefits paid 2,262 2,249 2,371 2,385 2,33] 2,435 2,444 2,342 2,059 1,782 
Net increase (decrease) 
in benefits liability (85) (1,740) 50 (150) (75) 400 760 1,440 1,220 ZAW 
Net increase in the 
Injured Workers’ Retirement Fund 52 48 49 49 29 30 14 2 : - 
WER) 557 2,470 2,284 2,285 2,865 3,218 3,784 o219 3,899 
Administrative and other 336 34] 321 339 33] 343 347 343 323 28] 
Legislated obligations 125 117 98 113 104 100 97 87 53 26 
2,690 1,015 2,889 2,136 2,720 3,308 3,662 4214 3,655 4206 
EXCESS / (DEFICIENCY) 
OF REVENUES OVER EXPENSES 29 1,720 (261) (190) (357) (818) (1,038) — (1,259) (619) (1,119) 
Premiums for unfunded liability (see note below) 930 683 693 700 487 314 357 
Excess of revenues over expenses - applied to reduce 
the unfunded liability 959 2,403 43? 510 130 (504) (681) (1,259) (619) — (1,119) 
Unfunded Liability 
beginning of year 8,057 10,460 10892 11,402 11,532 11,028 10,347 9088 8,469 7,350 


Unfunded Liability 
end of year $7,098 $8,057 $10,460 $10,892 $11,402 $11,532 $11,028 $10,347 $9,088 + — $8,469 


Note: Premiums were not segregated into current and unfunded liability components for 1989 to 1991. 
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OTHER STATISTICS 
1998 1997 1996 1995 1994 1993 1992 1991 1990 =—.1989 

Schedule 1 
Average rate of assessment 

(per $100 of payroll) $2.59 $2.85 $3.00 $3.00 $3.01 $2.95 $3.16 $3.20 $3.18 $3.12 
Total assessable payroll 

(S millions) $96,205 $91,497 $86,844 $86,065 $82,818 $84,243 $83,048 $80,727 $80,352 $79,475 
Number of WSIB employees 

as at December 31 4057 3,966 4 373 4597 4 603 475] 4909 5,139 5,138 4611 

Number of registered claims 342,687 341,178 345,606 371,837 = 370,444 ~=—368,485 = 377,019 = 409.946 §=— 473.407 = 467,212 
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The Workplace Safety and Insurance Board 
can be reached at: 


Phone: (416) 344-1000 
Toll free: 1 (800) 387-5540 
be 1 (800) 387-0050 
Web site: www.wsib.on.ca 
Head Office 

200 Front Street West 


Toronto, Ontario MS5V 3J1 


The Workplace Safety and Insurance Board 1998 Annual Report and Statistical Supplement 
to the Annual Report are published by the Communications Division of the WSIB. For 
additional copies of the Annual Report or Statistical Supplement, please contact the 
Communications Division at (416) 344-4200 or toll free, 1 (800) 387-5540 x4200. 
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